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The Last Bargain in U.S. Credit—Important Developments 
in Foreign Trade—The Age of Oil—Money and Exchange— 
Business Conditions—The Market Prospect 


HE Victory Notes, paying 434% and tax exempt for the buyer who pays only the 

{ normal rate of income tax, are very attractive even when considered solely from 

the investment point of view, regardless of our patriotic obligation to finish paying 

for the victory which our soldiers and sailors have won. This is the last opportunity to 
buy the credit of the United States at a bargain. 

Even in the stress of the war, none of the Liberty Bonds have sold at a price to yield 
as much as 5%. At a price of 99 the 434% Victory Notes would yield a trifle more 
than 5%. So it is clear that there will be little or no discount on these notes at any time. 
On the other hand they should certainly sell on a 4% basis before maturity. If this oc- 


curred one year after the issue of the notes, it would mean a price of 1013. 


Prospects of Foreign Trade 


OR reasons several times explained in this department, all developments connected 

with our foreign trade are now of special interest and importance.’ It is encourag- 

ing, therefore, to note that our March exports exceeded by $50,000,000 the high- 
est past record for any March, which was in 1917, and almost equalled last January, 
the best month in history. And there can hardly be any question that our exports will 
continue very large throughout 1919. 

Export business is still intimately connected with loans by our Government to its 
allies. In February these loans fell off to about half the average amounts of previous 
months since we entered the war, and it was thought that this might mark a turn in our 
Government policy in this respect; but in March such loans were over $322,000,000, 
more than double February and well up to the previous average. If this policy is con- 
tinued it will be of very substantial and immediate help to our export trade. 

In the meantime leading banks are organizing to aid in placing foreign loans among 
private investors. Sixteen important banks of New York, Boston, Cleveland, Chicago, 
New Orleans, St. Louis and San Francisco have. already formed the Foreign Bond & 
Share Corporation to finance public and private enterprises in foreign countries. The 
corporation will sell. to American investors either the foreign securities themselves or its 
own debentures secured by deposit of foreign securities. 

There can be no doubt that this plan, and probably others similar, will be success- 
fully carried out after the peace treaty is signed and that it will be of great importance 
in building up our exports. In South America, ‘Asia, and other undeveloped regions 
rates of interest are higher than in this country, and the present discount on, foreign ex- 
change permits European securities to be sold here at a higher income return to the in- 
vestor than abroad. 

Our March imports were oniy a shade below the largest previous March at $268,- 
000,000 and have shown a steady increase from $211,000,000 in December. The 
general tendency for some years to come must be in the direction of increased imports. 
Europe must export to us to help pay the interest on the huge sums it has borrowed from 
us, and other nations will find here a better market than in Europe, now so sadly im- 
poveri 
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The March excess of exports over imports was very large, $337,000,000, although 
considerably below the January figure of $410,000,000. It is to be expected that this 
balance will gradually fall off because of rising imports. 

Foreign trade will hereafter constitute a much more important factor in American 
business than before the war. Because of our tremendous loans abroad and our present 
commanding position in industry and finance, pretty much the whole world will have to 
pay us tribute. Instead of being compelled to produce more goods for export than we 
receive in imports, as before the war, we shall be to a considerable extent in the posi- 
tion of the investor who can live on his income. We shall get a considerable supply of 
foreign goods without working for them, because the interest on our foreign loans will 
pay for them. At the same time, foreign prices generally have risen more than ours, and 
our industrial efficiency has increased at least as much as that of the rest of the world, 
so that we are in a good position to keep on selling goods abroad. 

All this means a new era for America and a new era for our investment markets. 


The Age of Oil 
HE question is often asked whether the present boom in oil stocks rests upon a 
solid foundation. It certainly does, although some stocks may have overdiscounted 
the great change resulting from increased consumption of oil. 

The basis of the boom lies in the fact that oil production has increased 90% in 
the last ten years, compared with a gain of 52% in iron production and 66% in copper. 
Over such a long period production means practically the same as consumption, since the 
difference in stocks of oil, iron and copper on hand is only a small part of ten years’ pro- 
duction. 

The upward tendency in the oil industry is more than 50% faster than in most 
other trades and there is no indication that this rate of increase will slacken for some 
years to come. More trucks, more passenger automobiles,-more oil-burning ships and 
locomotives, an increasing use of crude petroleum as an industrial fuel in certain locali- 
ties where it is easily available—these are the developments that tell the story of oil. 
Mixtures of gasoline and industrial alcohol will doubtless invade the pleasure car field 
to some extent, but not enough to prevent a steadily growing demand for petroleum 
products. 

Farm tractors will soon be another important element in the consumption of oil. Prep- 
arations are being made for their manufacture on a very large scale and it is expected that 
they will displace horses in large farming operations, and even to a considerable extent on 
smaller farms also. 

Money and Exchange 
LTHOUGH there has been a considerable recovery in sterling exchange, all the 
European belligerent exchanges continue at a large discount here and no early 
change in this respect is probable. It is simply the index of a situation in which 
Europe cannot at once pay its debts to us, and the correction of this condition must 
take time. 

Continued firmness of the money market is to be expected until after the loan is 
floated, but there should be a tendency toward increasing ease this summer. Autumn 
money rates will depend to a considerable extent on the rapidity of the gain in business 
activity. . 

As yet lenders are wary of building construction, fearing a sharp decline in prices 
in that field. We very much doubt whether the decline will come this year at any rate. 
It is far more probable that we shall have to adjust all our ideas to a fairly permanent 
high range of prices throughout industry, and that building loans as well as all others 
will eventually have to be made on that basis. With the whole country at least a year 
behind in building, it is only a question of time when great activity in that field will pre- 
vail, with an equally heavy demand for building loans which will have an important 
effect in maintaining money rates, or at any rate in preventing them from reaching low 


levels. 


The money situation in Germany is very interesting. The heavy indemnities de- 
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manded by the Allies will drain surplus capital out of Germany for many years. The 
German war loans would not have that effect, since they were practically all taken in 
Germany itself, but the indemnity will place a heavy handicap on German enterprise. 
At present, as measured by neutral exchanges, German money is worth about 30 cents 
on the dollar—the inevitable result of reckless war financing. Down to the latest re- 
ports received the Austro-Hungarian Bank was still running the printing press at top 
speed and exchanging the bills for war loans as security. Bankruptcy with almost no 
assets will be the probable result. 


Business Conditions 


N most directions business activity is now on the up grade, but in construction lines 

] a rather dull summer is likely. One of the peculiar, and regrettable, features of the 

situation is the big demand for luxuries. Jewelry, pianos, silks, pleasure cars, and so 

on, are finding a ready market in spite of the high prices. Theaters are doing a record 
business. 

The demobilizing armies are hungry for pleasures, and joyous relatives want to 
spend now if never again. In Germany and Austria there is a general spirit of reckless 
expenditure, partly, no doubt, because of a growing realization of the insecure foundation 
of money and doubts as to the soundness of financial institutions. 

The steel trade is operating at perhaps two-thirds capacity, some of the previous 
estimates current in the trade having been found to be too low. New orders are few, 
partly because of the uncertainty as to attempted price stabilization, and the unfilled 
orders of the U. S. Steel Corporation will evidently show a further decline May Ist. 
The demand for copper is very small but the price of that metal is now so low that any 
important change must apparently be for the better. 


The Market Prospect 


HE bond market, while dull, is now holding its own near the low level since the 

peace rally of last fall and but a few points above the bottom prices touched 

previously. Such bargains in bonds may never again be seen in this generation. 
The bond situation is ripe for a turn and the up-swing will be a long one. At most, the in- 
vestor could hope to buy only a little cheaper, and with certainly an equal probability of 
having to pay more than current prices. But for most issues the gain will doubtless be 
very gradual. 

Continued activity in the stock market is largely in the specialties. The fact should 
be borne in mind that with the great increase in the number of issues dealt in on the ex- 
change, million share days do not have as great significance as before the war. 

There has been a great deal of buying by the public and realizing by the more con- 
servative type of investors and by professionals who believe a reaction is “over-due.”” On 
the other hand, buyers as a rule have plenty of funds and are well able to hold their 
stocks if so minded. The kind of public which trades on “‘shoe-string margins” has not 
as yet appeared in any great numbers. 

Because of the rapidity of the advance and the important shifting of interests which 
has occurred, investors should now exercise considerable conservatism, and the higher 
prices go the more cautious they should become. The occasions are rare when it pays 
to buy on such sharp advances as many issues have now recorded. 

In some issues it is evident that a considerable volume of stocks is now in relatively 
weak hands. The sale by the American International Corporation of its holdings of U. S. 
Industrial Alcohol is a case in point. Many of those who bought the stock thus liquidated 
will be far more likely to sell out on declining prices than American International. 

On the other hand, some stocks have risen but little, notably the coppers. Good 
preferred stocks are gradually. gaining ground but there are still many investment bar- 
gains among them, and the same is true of second grade and semi-speculative bonds. 


Tuesday, April 22, 1919. 





























THE STOCK EXCHANGE’S 
GREAT OPPORTUNITY 


How the New Investment 
Public Should Be Protected— 
Advantages to the Exchange. 


responsibility. Also its greatest opportunity. Public 

participation in the security markets has already at- 
tained tremendous proportions, but it is nothing compared 
to the extent to which this should develop in the future. 

Millions of persons, who never before owned a stock or 
a bond, have been introduced to the immense advantages of 
securities over other forms of property. Uncle Sam made 
the introduction when he advertised his Liberty Bonds* to 
men, women and children throughout the land. That was 
the beginning; the result will be far-reaching. 

The New York Stock Exchange, therefore, becomes 
more than ever the pulse of the country, because within its 
walls are dealt in not only Liberty Bonds, but the securities 
of our greatest railroad, industrial, oil, mining and public 
utility properties. Transactions there mean more to the 
American public than the combined transactions of all the 
other markets in America. 

Now what is the New York Stock Exchange going to do 
to insure the safety of this new public—these uninformed per- 
sons, who for the first time are placing their money in stock 
and bond investments or actively trading in securities? 

The most important thing that the New York Stock Ex- 
change can, and should do is to so widen the powers of its 
Committee on Business Conduct that the books of every one 
of its members, who are doing a commission business for the 
public, shall be audited periodically by expert auditors in 
the permanent and extlusive employ of the Stock Exchange. 

The books of every bank, trust company, insurance com- 
pany and surety company are examined regularly by the Fed- 
eral or State authorities, the underlying principle being that 


’ VHE New York Stock Exchange now faces a great 





* The term “Liberty Bonds” was originated by “The Magazine of Wall Street.” 
See article by Barnard Powers, April 28, 1917, page 77. 
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these institutions are entrusted with a great deal of the public’s 
money. 

Why does not this principle apply to brokerage houses? 

Hundreds of millions of the public’s money are entrusted 
to New York Stock Exchange houses and their correspondents 
every year. But no check is placed on the financial strength 
or method of conducting these houses. 

The recent failure of Toole, Henry & Co., is an instance. 
No outsider or customer knew this firm was in an unsound 
condition until the failure was announced. The New York 
Stock Exchange should have known. What is the use of a 


police committee if it does not do police work? 

No matter how much capital or resources a firm might have, it 
cannot withstand bad management for any length of time. It cannot be 
lenient in its margin calls, or divert its funds for the promotion of seem- 
ingly attractive enterprises or permit its partners to venture the funds of 
the firm in any manner. The way to prevent this sort of thing and to 
forestall failures is to audit the books. 

Many objections to this will be raised on the part of some members. 
Their names should be carefully recorded and the books of those whose 
protests are the loudest should be examined first. 

Admitting that failures among New York Stock Exchange members 
are few and far apart, there is no reason why there should be any. There 
is scarcely a contingency even to defalcation of trusted employees that 
cannot be provided for by means of a thoroughgoing system. A form of 
mutual insurance could be worked out by which an indemnity can be pro- 
vided for those firms who are unexpectedly weakened through no fault 
of their own; thus they can be tided over until they are either put on their 
feet or liquidated. 

Why not let membership in the New York Stock Exchange stand 
for something more than a seat worth $75,000? 

Why not make it stand for guaranteed reliability, responsibility, and 
certified soundness? 

The New York Stock Exchange owes this to the investing public in 
the United States, Europe and elsewhere. By this means all classes of 
houses doing a brokerage business will be graded according to the standard 
set by the New York Stock Exchange. 

Such a move should add fifty per cent to the value of New York 
Stock Exchange seats, but a thousand per cent to the estimation in which 
its members would be held by the public, not only because the public 
would then understand that the Stock Exchange is making an earnest 
effort to place its institution on a high plane, but also because, for a 
new and stronger reason, it will stand in a class by itself. 

I do not know what the Stock Exchange will do, but it seems 
obvious what should be done, and I believe the most conservative and 
intelligent class of New York Stock Exchange members will thoroughly 


agree with me. 
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gives his views in the follow- 

ing pages on the business and 
investment outlook, has just returned 
from England where he spent two 
months in studying English and econo- 
mic conditions with the object of de- 
termining the trend of post-war busi- 
ness and financial events. 

Mr. Edge is one of the new genera- 
tion in finance. Less than 40 years of 
age, he is a partner in the important 
firm of F. B. Keech & Company and 
although his name is little heard out- 
side of the “Street,” he has built a re- 
markable reputation for himself in the 
financial district as a profound student 
of underlying economic factors and as 
a keen judge of investment values. 


M* CHARLES N. EDGE, who 


Situation in England 


“When I went abroad in February,” 
said Mr. Edge, “I was bullish on Eng- 
land. You will recall, if you will per- 
mit me to indulge in a little ancient his- 
tory, that England’s great difficulty al- 
ways lay in her high costs. Basic costs 
were so high in the production of steel, 
railway equipment, locomotives, etc., 
that she had great difficulty to compete 
in price with Belgium, Germany or 
America. The chief cause of high 
costs was her small units of production. 
There they would build automobiles, 
for instance, on a 100 unit basis where- 
as in this country we would lay down 
the same model on a 10,000 unit basis. 
In spite of her lower labor costs the 
cost of production was so high that 
England was gradually but steadily los- 
ing her premier position in world trade. 

“Before the war England had a pre- 
eminent position in trade in South 
America, South Africa, China and the 
Far East. It was always possible for 


her to obtain prices at least 15% higher 
than for the products of other nations. 
One reason for this was that the repu- 





Does England Menace Our Trade? 
By CHAS. N. EDGE 


Observations by Banker who has just returned from abroad. 
Lessons England has learned and ground she has lost by war 
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tation for English materials and work- 
manship was better than that of her 
competitors. England and the English 
merchant were never after a specific 
contract for machinery and would 
never reduce the quality and rarely the 
price to obtain an order. England was 
always after permanent trade. Her 
export trade was her life blood and the 
main-stay of her wealth. Nor would 
her merchants extend unnecessary 
credit. 

“On the other hand America’s main- 
stay has been her export of foodstuffs 
and raw materials. Until recently her 
entire manufacturing output has been 
taken here in normal times. When 
there has been a surplus of manufac- 
tured products they have been sold 
abroad on any terms and almost at any 
prices. This process was known as 
“dumping” and the general idea was to 
dispose of surplus goods at any sacri- 
fice in order to keep the mills busy. 

“The natural result was that Amer- 
ican goods were sold abroad at cut 
prices and at times were of bad quality. 
When business in this country was 
good the American manufacturer didn’t 
want foreign business and the foreign 
buyer couldn’t even get an offer 

“Foreign buyers, generally speaking, 
became impatient with both American 
goods and American methods. 


Growth of American Manufactures 


“The time has now come when 
American manufactures exceed do- 
mestic requirements approximately one 
and a half times. From now on we 
must sell continuously to foreign buy- 
ers or else we shall lose a great op- 
portunity. England’s handicap was her 
high costs because of her small units 
of production. America’s low costs, 
low in spite of her high wages, per- 
mitted her to grow but slowly because 
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of her policy which did not permit an 
American merchant to make a con- 
sistent living in foreign markets. 

“You will perhaps be surprised to 
learn that of the 28 foreign trading 
companies organized by America in the 
Far East during the last 20 years, only 
one survives today. 


“If our export business continues on 
its former basis the export companies 
which have been formed recently must 
eventually go into bankruptcy, or per- 
haps to put it more mildly, must suffer 
terrible periods of depression—unless 
they manage to eke out by making 
fortunate speculative security invest- 
ments. - 

“The war has definitely taught Eng- 
land the lesson of large units of pro- 
duction and in many cases has reduced 
the cost of output so that enormous 
increases in wages and labor has been 
offset. I will cite two instances, the 
first being the production of pencils. 
In this case the cost of cedar has in- 
creased two and a half times since 1914 
and the cost of graphite two ‘times. 
Yet the cost of producing pencils is 
now lower than in 1914. In the pro- 
duction of sextants and theodolites the 
cost of materials and labor has similar- 
ly increased yet the per unit cost of 
output is lower than in 1914. 

“On the other hand the unit cost of 
steel has increased very rapidly for the 
unit of production has not been en- 
larged and the unit of coal production 
also has not increased. Today Eng- 
land’s cost of producing a ton of steel 
is nearly $10 higher than in the United 
States while in 1914 it was about equal 
to ours. In automobiles England is 
just beginning the policy of high units 
of production and one or two cars, such 
as the Austin, are now being built on 
a basis of 10,000 of each model, fully 
equipped. 

“As I have already remarked I went 
abroad a bull on England but on re- 
turning I am of the opinion that in 
coal, steel, coke and heavy products 
England has lost much ground in com- 
parison with the United States and that 
there is no danger of her becoming a 
serious competitor in basic materials, 
either here or in other countries. But 
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the smaller manufacturer has learned 
his lesson and will compete seriously. 


England’s Decreased Efficiency 


“One realizes how far England has 
fallen behind when one recalls that in 
1918 England produced 226 tons per 
annum of coal for each miner while 
in the United States the production 
was 920 tons per annum. A decade 
ago the English miner produced 280 
tons per annum against 800 tons per 
annum by the American miner. This 
is a change of extraordinary funda- 
mental importance. Ten years hence 
the United States will be a great ex- 
porter of coal. .One reason, of course, 
is that the wide seams of coal in Eng- 
land are largely worked out. More- 
over there is only one-fifth of machin- 
ery h.p. per ton in English coal mines 
as compared with American coal 
mines. Again the English miner is bit- 
terly opposed to and vigorously con- 
tests any introduction of coal cutting 
machinery or other labor saving de- 
vices. 

Labor 


“The great and overwhelming prob- 
lem in England today is that of labor, 
but it is not a question of Bolshevism 
for labor already rules. There is no 
wish or desire to destroy and I do not 
believe the spectre of Bolshevism. will 
ever become a menace, but today all 
business and all labor in England is 
wrought up and tired and the period of 
settling after the war must be long and 
drawn out. 


English Policy Towards Labor 


“While the war lasted the Govern- 
ment followed the necessary policy of 
giving in completely to all labor de- 
mands. Now the Government, which 
includes the labor leaders, is giving in 
only under pressure. The cost of liv- 
ing has decreased 5% since last No- 
vember and the peak of high prices is 
over; labor has, therefore, lost the 
basis for further demands. I believe 
the point has been reached where there 
will be no further concessions to the 
miners or railway men and the Gov- 
ernment will be willing to use troops 























to prevent the tying up by strikers of 
public utilities. 


Financial Position 


“Financially England is extended to 
an alarming degree, the average bank 
carrying many times its capital in war 
loans or war bonds. The country is 
definitely on a paper basis and gold 
metal is selling at a large premium. 
There is an absolute embargo on the 
export of gold, securities or drafts ex- 
cept in trade exchange. It is impossi- 
ble to carry £500 out of the country. 

“The exchange position is most ar- 
tificial. If perfect freedom were al- 
lowed, including gold, securities and 
credit, exchange would probably suffer 
a terrible decline. To remedy this situ- 
ation there is a strong feeling against 
importing anything from America, 
especially wheat, leather, steel and au- 
tomobiles. The English newspapers 
all urge imports from South America 
or Australia where the balance of trade 
against them is not so large. 

“There is some talk that if the ban 
was lifted the English would sell their 
remaining American securities. I be- 
lieve that exactly the reverse would be 
the case and that there would be heavy 
buying of our securities, as English se- 
curities are selling on a 1 to 2% lower 
yield basis than American securities. 

“New domestic industrial issues 
there are snapped up with the greatest 
eagerness. The investing public ap- 
pears to have no fear for the future of 
those concerns which have benefited 
so largely through the war. Every 
flotation of a speculative nature is a 
complete success. The same situation 
is even more pronounced in Belgium. 


England’s Premier Position Gone 


“I returned from England feeling 
that she has lost her premier position 
in trade and it seems unlikely now that 
she can ever recover it. Inquiries are 


large but owing to the labor situation 
the manufacturers will not even look 
at them. One of the great mistakes, 
amounting almost to a criminal error, 
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was to offer 35 shillings a week to the 
unemployed during the period of de- 
mobilization. 

“For remaining in idleness the in- 
dividual receives the equivalent of 
practically two-thirds of the normal 
wage. If we adopt that policy here 
we will find ourselves in severe straits. 
Only about 2 or 3% of those demobilized 
have applied for work. This step alone, 
in my judgment, has set England back 
five years. 


American Security Markets 


“As a result of my trip I am ex- 
tremely bullish on American securities 
over a period of two or three years. 
The prospects have apparently been 
appreciated by the speculative public 
for a sharp rise accompanied by a great 
volume of trading, has taken place. 

“In my opinion, however, the rise is 
premature. Only once in the' last de- 
cade have we witnessed a large ad- 
vance with a volume of 6,000,000 
shares a week without a decided and 
sharp reaction equivalent to at least 
two-fifths of the advance. That single 
exception was in 1915. Iam bearish on 
prices for the next two months but 
not over a long period. 

“In February there was every indi- 
cation of a continued liquidation in 
business but that has not taken place. 
Money should have become easy but 
it has remained tight and it is a gen- 
erally accepted axiom that there can be 
no extended bull market without easy 
money. It is also an almost invariable 
rule that there can be no great bull 
market when luxuries are making 
money and necessities showing losses. 

“One reason for this premature bull 
market seems to be the billions that 
have been guaranteed to the farmer 
and producer in the West, such money 
being largely taken from the necessary 
industries. The shifting of such an 
amount of money is bound to have a 
far-reaching effect. I believe that a 
reversal must take place and I do not 
look for a sustained upward move- 
ment in security prices before next 
Fall.” 




















Principles of Stock Prices 


By G. C. SELDEN 






Relation to Commodity Prices—The Minor Cycle—Its 
Causes and Special Features—Stocks and Money 
[Part V. of the Series A CENTURY OF PRICES: An Examination of Economic and 


Financial Conditions as Reflected in Prices, Money Rates, etc., During the Past 100 Years, 
with a View to Establishing General Principles Which May Aid in Interpreting the Present 


and Future. 


graph of stock prices since 1860 
presents an appearance of lawless 
irregularity. But on further examination 
it proves to be one of the most interesting 
of the various graphs we have discussed. 
First, what is the relation of stock 
prices to the other main factors discussed 
in preceding chapters? 

Comparison with commodity prices 
(Chapter III) shows at once that there 
is no such general correspondence be- 
tween stocks and commodities as we 
found to exist between bond yields and 
commodities. 

Nevertheless a sharp rise in commodity 


A T first glance the accompanying 
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prices has a strongly bullish influence on 
the stocks of companies which are free to 
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By Ex-Senator Theodore E. Burton and G. C. Selden.] 


advance the prices of their products in 
accordance with demand. In recent years 
this has not included railroads and public 
utilities ; for while those companies have 
been granted advances in rates, the ad- 
vances have not been sufficient to keep up 
with rising costs of operation. 


Rising Commodities Benefit In- 
dustrials 

But owners of industrial stocks have 
benefited not only from the general infla- 
tionary effect of rising commodity prices, 
but they have also benefited further and 
very greatly at the expense of bond- 
holders. 

Suppose, for example, that an indus- 
trial company is capitalized at $300,000, 
of which $100,000 consists of 6% bonds 
—making the annual interest charge 
$6,000—and $200,000 is in the form of 
stock, on which 6%, or $12,000, is being 
earned annually. Now let us suppose 
that a great rise in commodity prices 
occurs, which doubles this company’s cost 
of production and also doubles the 
selling price of its products. It is evi- 
dent that its profits—in dollars—will also 
be doubled. 

The bondholders do not share in this 
increased profit. Their return is fixed at 
$6,000. But the company’s profits appli- 
cable to its securities have increased 
from $18,000 to $36,000. So $30,000 is 
now left for the stock, or 15% on the 
$200,000 outstanding. And this without 
any change in the company’s per cent of 
profit on its output. 

This shows us one of the principal 
causes of the growth in the profits of 
industrial companies during the period 
of rising commodity prices which began 
with 1898, and which from 1915 to 1918 
was such a controlling factor in our 
whole economic life. The same principle 
must necessarily operate in any great 














advance in commodities, while a sharp 
decline in commodities will cut down the 
earnings on stocks with corresponding 
rapidity. 

In the case of a company which, in 
addition to bonds, has preferred stocks 
on which the dividend return is limited 
to a fixed per cent, the effect on the 
earnings for the common stock is even 
more marked. If, as is sometimes the 
case, three-quarters of a company’s earn- 
ings on a low-price basis were required 
for bonds and preferred stocks, a doub- 
ling of commodity prices would multiply 
the earnings for the common stock by 
five. 

Panics Affect All Securities 


In comparing bond yields and money 
rates with stock prices, we see that 
panics, even of a relatively minor char- 
acter, affect all three. Bond and stock 

ices fall and money rates rise. The 
effect on bonds is temporary and in the 
case of minor panics unimportant. 

The years of high money rates—1860, 
1865, 1873, 1882, 1890, 1893, 1896, 1907, 
1914—have also included a sharp fall in 
stocks, with the single exception of 1882. 
In that year the high rates were due to 
the constant absorption of money by the 
U. S. Treasury, rather than to general 
economic conditions. 

On the other hand, there were consid- 
erable declines in stocks in 1884 and 1903 
without much effect on commercial paper 
rates. In both cases the panicky condi- 
tions were practically confined to Wall 
Street, and call money was sharply af- 
fected—reaching 3% a day in 1884—but 
since commercial conditions were good, 
mercantile borrowers were able to post- 
pone their requirements until the pinch 
in Wall Street was over. 


The Minor Cycle 


From the standpoint of general princi- 
ples, the most interesting point connected 
with stock prices is the comparatively 
regular swing noticeable since 1884, 
which has come to be called “the minor 
cycle.” An examination of the graph 
shows that low prices for stocks, accom- 
panied in most cases (but not all) by 
relatively high money rates, have oc- 
curred every three or four years with an 
astonishing degree of regularity. These 
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years have been as follows: 1884,-1887, 
1890, 1893, 1896, 1900, 1903, 1907, 1910, 
1914, 1917. 

In between these low points there has 
been in each case an upward surge in 
stock prices. In most instances there 
have been about two years of rising prices 
and one year of decline. The reason for 
this will appear later. 

A regular swing of this character, 
occurring throughout such a long period, 
indicates the strong probability of some 
general law. And this probability is 
increased by the great variety of explana- 
tions advanced for the recurrent declines. 

The panic of 1884 was alleged to be 
due to the Grant & Ward failure, accom- 
panied by the collapse of the Marine 
Bank and followed by a few other bank 
failures. For the decline of 1887 only the 
most general reasons could be assigned, 
such as over-expansion, over-extension of 
mercantile credits, etc. The drop of 1890 
was assumed to be the reflection on this 
side of the Baring failure in London. 

The panic of 1893 was a mystery to 
current commentators. Later judgments 
have attributed it to a variety of reasons, 
of which the Government’s continued 
heavy coinage of silver and dwindling 
supply of gold perhaps carry the weight 
of the most authority. The decline of 
1896 was immediately due to the fear 
that the pending election would result in 
a silver basis for our currency. 

The low prices of 1900 were mostly 
confined to railroad stocks. The indus- 
trials were then feeling the benefit of 
rising commodity prices. The movement 
was generally considered a reaction from 
excessive speculation. The bear market 
of 1903 was labeled the “undigested se- 
curities panic,” and thought to be due 
to the over-issue of industrial stocks. 

In 1907 came a “money panic,” again 
due to over-expansion. For the moder- 
ate decline of 1910 falling railroad earn- 
ings and the Government’s intention to 
prosecute leading corporations under the 
Sherman anti-trust law. were assigned as 
reasons. The low prices of 1913 were 
due to general depression and were fol- 
lowed by the war panic in 1914. The 
great decline of 1917 was in part due to 
our entrance into the war and the pros- 
pective great demands for capital for war 


purposes. 
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Stocx Prices—From 1860 to 1900 the average used is that of twenty railway stocks compiled by Henry Hall. From 1900 to 1912 the Dow-Jones twenty 
rails are used, the average having been substantially identical with Henry Hall’s at the end of 1900. In more recent years the rails have not adequately ps ctr 
sented the general course of the market, therefore we show the New York Times average of twenty-five rails and twenty-five industrials combined, w 
makes necessary a change of scale. These are believed to be the best averages available for the different periods. The fact should be noted, however, that the 
reduction of the scale for the yeare 1912 to 1918 has the effect of narrowing the fluctuations of that period somewhat as compared with the rest of the graph. 
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In nearly every instance over-expan- 
sion, over-extension of loans, over-specu- 
lation, or over-something-else, has been 
mentioned as one of the causes contrib- 
uting to the decline. Is it not at least 
probable that these “overs” are the main 
cause of the minor cycle, and that the 
special events of the time are contribut- 
ing factors which make greater or smaller 
a decline which would have occurred in 
any case? 


The Fundamental Cause 


The fundamental cause of the minor 
cycle is the law of action and reaction, 
the building up process and the falling 
down process. 

At low prices, stocks are mostly in the 
hands of courageous, outright investors, 
who cannot easily be frightened into sell- 
ing. As prices rise, more and more stocks 
pass into the hands of buyers for profit 
only. The higher quotatios go, the more 
the public comes into the market. Noth- 
ing so strongly stimulates speculative pur- 
chases as the spectacle of rising prices. 

Buyers at high prices are necessarily of 
a weaker class—weaker in judgment and 
therefore weaker in resources—than buy- 
ers at low prices. After a prolonged and 
extensive advance, a great volume of 
stocks becomes lodged in the hands of 
these weak holders, while many of the 
stronger class of investors have realized 
at the high prices and transferred their 
funds into more stable securities, such as 
bonds or short term notes. 

Eventually these weak speculative 
holders have bought all they want, or 
some of them become discouraged, or 
some unfavorable event dampens their 
ardor. They then begin to sell out on 
each other—since prices are too high to 
attract the genuine investor for income. 

For such a situation there is no cure 
except a decline to a level which will 
attract the stronger class of buyers. So 
we next have the downward swing of the 
cycle. How far the fall must go depends 
mostly on the supply of liquid capital, 
which is roughly indicated by money 
rates. 

During the rise, with the public active 
in the market, there is a great deal of 
shifting from one holder to another, 
accompanied by reactions, temporary 
slackening of activity, and renewed ad- 
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vances. Investors part with their hold- 
ings gradually, as each becomes satisfied 
with the prices to be obtained. But the 
decline consists mostly of weak holders 
letting go to other weak holders. For 
that reason the fall is more rapid than 
the advance. 

In the meantime much the same thing 
is occurring in many lines of industry. 
Speculation is by no means confined to 
stocks—“the instinct of anticipation” is 
general. Buyers of goods try to purchase 
not only at the cheapest place but very 
often at the cheapest time also. The bar- 
gain sale attracts the housewife because 
she believes the goods are cheaper than 
they were last week or may be next week. 
She is a speculator, though she doesn’t 
realize it. 

The morning newspaper would seem 
to be something which no one would try 
to buy at the cheapest time. Yet some 
commuters who have to pay an extra cent 
for a paper at their station buy only one 
to read on the train, waiting to buy an- 
other at the regular price in the city. 

In the larger affairs of business, almost 
every purchaser tries to buy as far ahead 
as possible when he thinks prices will 
rise, and to delay buying as long as pos- 
sible when he thinks they will fall. 
Rising prices, unless already very high, 
bring increased orders, but buying falls 
off on declining prices until it is believed 
that the bottom has been reached. 

In this way the spirit of speculation, 
unrecognized, or at any rate not called 
by that name, permeates all business, and 
the minor cycle in a modified form is a 
feature of industry as well as of the 
stock market. Any chart of steel prices, 
unfilled steel orders, pig iron production, 
or bank clearings plainly shows the modi- 
fying effect of the cycle. 

The importance of this in the present 
discussion lies in the mutual influence 
which the stock market and general busi- 
ness conditions exert upon each other. 
A widespread willingness to buy in any 
industry tends to increase its prosperity, 
for the time being. Its prosperity tends 
toward higher prices for the stocks of 
companies in the industry. And rising 
prices for the stocks tend to encourage 
business men to extend their undertak- 
ings—since many of them realize that 
the stock market, properly interpreted, is 
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a valuable indication as to future condi- 
tions. 

Each dog in a pack of hounds runs 
faster and longer because he sees the 
others running; and with all our intel- 
lectual development, this primary instinct 
remains. We catch each other’s enthusi- 
asm or depression. In any market where 
the spirit of speculation exists—and it 
would be hard to name any where it is 
wholly absent—rising prices once started 
tend to continue rising until they are 
obviously too high, and falling prices tend 
to fall until they are obviously low. And 
that is the main part of the story of the 
minor cycle. 

Features of the Minor Cycle 

The relation of money rates to the 
swing of stocks in the minor cycle is of 
interest, but is not so direct or decisive 
as might at first be thought. It has usu- 
ally been the case after a bull movement 
in stocks, that when prime commercial 
paper at New York, after a period of 
lower rates, advanced to a 6% basis, the 
advance in stock prices proved to be prac- 
tically over. Then money has remained 
around the 6% basis, or in some cases 
higher, during the downward swing of 
the stock cycle. After the completion of 
the liquidation in stocks, the money rate 
has usually dropped, within a few months, 
to around a 4% basis, or in some instan- 
ces lower. 

The highest money rate has corres- 
ponded rather closely with the lowest 
prices for stocks, falling gradually as 
stocks began to rally, remaining for a 
time near a 4% level, and then rising to 
6% as stocks reached their top. Theo- 
retically, it might seem that the lowest 
money rate should correspond with the 
highest prices for stocks; but that is not 
the case, for speculation, once under 
way, carries stock prices upward even 
though the money rate rises at the same 
time. 


Another reason why money rates and 
stock priecs do not move more in har- 
mony is because, so far as the demand 
for money is concerned, stock speculation 
is the tail to the kite—the kite being the 
money requirements of general business. 
When business really needs money, it 
takes it away from the stock market. A 
bull market in stocks is based on surplus 
funds, which at the time are not needed 
for other lines of business. 

It would, however, be a mistake to 
suppose that the structure of a bull mar- 
ket will not topple over until the money 
rate rises sharply. It sometimes falls of 
its own weight, so to speak, while money 
remains cheap. This occurred in the fall 
of 1916, when the highest prices for 
stocks were made on a 3%4% rate for 
commercial paper, and the rate did not 
rise to 6% until after the low prices of 
December, 1917, were past. 

The Federal Reserve System, with its 
easy rediscounting, will prevent extreme- 
ly high money rates and may have the 
effect of reducing the general average of 
rates somewhat. It will not, however, 
reduce the supply of money available for 
stock market purposes as compared with 
the past. Nothing else is so mobile as 
credit. Loanable funds will seek the 
best rates as surely as water seeks its 
level. 

The minor cycle in industry is more 
clearly and promptly reflected in the un- 
filled orders of the U. S. Steel Corpora- 
tion than in any other statistics now avail- 
able. These follow the swings of the 
stock market quite regularly, keeping 
three to six months behind stocks at the 
high and low turns. For that reason the 
minor cycle in stocks is decidedly helpful 
in forecasting coming coriditions in the 
steel industry, with which other trades 
also strongly sympathize. 


(End of the Series.) 







































































FINANCIAL INDEPENDENCE 
AT FIFTY . 


Bonds and Preferred Stocks for the Large and Small 
Investor—Two Plans Suggested for Initial Accumula- 
tions—Specializing in Bargains—The Value of Knowi- 
edge 


By VICTOR DE VILLIERS 


EFORE passing on to a discussion 
B of the actual type of investments 

considered suitable at various 
ages, it occurs to the writer that the 
point might be raised that these sug- 
gestions are suitable only for certain 
classes, namely, those who have al- 
ready accumulated a surplus and those 
in a position to do so. While it is 
true that investment advice can prin- 
cipally benefit those who are in the in- 
vestment class, any one can put him- 
self in that class. 

About twenty-two million Ameri- 
cans participated in the fourth Liberty 
Loan of six billion dollars. Many of 
them became investors overnight, and 
in the majority of cases for the first 
time in their lives. Each of them is 
now an investor, and the realization 
that it is not so difficult to save, and 
that compound interest is more potent 
than was generally supposed, is al- 
ready exerting a powerful influence 
on the investment market. 

For the benefit of those who have 
never thought the matter over, the 
following figures show what a sav- 
ings account of $10 monthly will ac- 
complish in twenty years at only five 
per cent: 

In one year 
In five years 
In ten years 
In fifteen years 
In twenty years 

But the investor is not limited to a 
five per cent income as the veriest 
tyro knows that many excellent “Baby 
Bonds” are available to yield six to 
six and a half per cent. Our “Bond 
3uyers’ Guide” published in every sec- 
ond issue contains a list edited by one 
of the most capable bond experts that 
the writer knows of, and the list rep- 
resents the sifting of the finest ma- 


terial from among hundreds. Reliable 
banking houses, bond houses, invest- 
ment bankers, and dealers in municipal 
and other bonds compile lists with 
frequency which are available to every 
interested investor. 

A postage stamp brings these op- 
portunities to your door, and the 
average investor who cannot place his 
money safely at six per cent is unmind- 
ful of his own interests in failing to 
study the available material at his 
disposal. For those who need first- 
aid in the field of good yield, well se- 
cured “Baby Bonds” as an initial in- 
vestment, the writer suggests the fol- 
lowing: the majority are classified in 
the “Guide”: 

American Foreign Security 5s, 1919. 

French Cities 6s, 1919. 

City of Paris 6s, 1921. 

St. Paul Convertible 4%4s, 1932. 

St. Paul Convertible 5s, 2014. 

Frisco Prior Lien 4s, 1950. 

Colorado Southern Refunding 4%s, 
1935. - 

Hudson & Manhattan Ist Refunding 
5s, 1957. 

Peerless Truck & Motor 6s, 1925. 

Japanese Second Series 4%4s, 1925. 

Pierce Oil Convertible Debenture 6s, 
1924. 

Louisville Gas and Electric 7s, 1920. 

International Agricultural 5s, 1932. 

Seaboard Airline 6s, 1945. 

This is not an attempt to select an 
“ideal investment” but an_ indication 
that it is possible to secure a _ re- 
turn well above six per cent and as 
high as seven per cent without sacri- 
fioing safety. It is, however, a suit- 
able diversified investment in short 
and long term “Baby Bonds” for the 
sincere student of “Financial Inde- 
pendence at Fifty,” who wishes to 
make a good and early start. 


(15) 








16 THE MAGAZINE OF WALL STREET 





It can be seen that with an indicated 
yield of between six to seven per cent 
on the investment, compounded an- 
nually, the coupons being regularly 
clipped and put to work immediately 
in new “Baby Bonds,” each new bond 
adding its fresh crop of coupons to the 
old annual harvest, the above table 
showing how $10 a month grows to 
over $4,000 at 5 per cent would have 
to be revised upward very substantially 
if the plan were followed out system- 
atically from the age of twenty to 
fifty. 

Such a conservative plan would ob- 
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viate the necessity for “taking flyers” 
in anything of a more speculative 
character. The certain knowledge 
that the investor is approaching the 
ten thousand dollar notch, as he grad- 
ually draws away from the poor-house 
as the years go by, would not only 
stimulate his further efforts but ac- 
tually compel a study of investment 
conditions. Such an investor increases 
his independence, self-respect, and 
good citizenship by the simple process 
of sane, systematic, conservative in- 
vestment, aided by the subtle but 


overwhelming power of compound in- 
terest. 
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The “big” investor can follow the 
plan with equal and often greater pro- 
portionate benefit. The writer knows 
that many of our readers are in the 
fortunate position of being able to save 
anywhere from $100 to $1,000 monthly, 
and are in a position to take full ad- 
vantage of the service rendered by the 
“Bond Buyers’ Guide.” 

It might further stimulate the ef- 
forts of earnest gainers and savers to 
know that accumulations double them- 
selves in about thirteen years at con- 
servative rates of interest. In twenty- 
six years an original $5,000 should 
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grow to $20,000; not by the easy route 
suggested by unreliable promoters, nor 
in startling but isolated cases of a for- 
tunate speculation, but in old-school, 
staid, and conservative investment in 
six per cent bonds! 


The Preferred Stocks 


It may happen that the temperament 
of every individual reader of this series 
is not attuned to the rather sober busi- 
ness of accumulating gilt-edge (or even 
silver-edge) bonds for middle-age in- 
dependence. Some, at least, might 
feel that they are already carrying 
their just proportion of what the 
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writer regards as the only solid back- 
ing for eventual safety—bonds, bonds, 
and still more bonds. These investors 
might need more excitement such as a 
somewhat higher yield even if the se- 
curity is only silver-edge. 

Two plans are offered. 

Tae Macazine oF WALL StrEET has 
always laid emphasis on the security, 
high yield, and attraction of sound pre- 
ferred stocks, and often devotes many 
pages of an issue to this angle of the 
investment market. The last issue 
contained a special article on industrial 
preferred stocks yielding on an aver- 
age 6% per cent, and many previous 
issues contained similar selections. 

Preferred stocks are probably the 
next best security possible for the in- 
vestor who has fortified his strong 
box with a substantial lining of bonds. 
The bondholder is a creditor of the 
issuing corporation and his only con- 
cern need be that his debtor is earning 
sufficient to pay interest on its funded 
obligations. Good or bad times in the 
industry of the debtor company need 
only be noticed if the earnings consist- 
ently decline to the danger point where 
they might be insufficient to pay interest. 

The holder or buyer of preferred 
stock is a partner and looks for his 
share after the creditors (bondholders 
and others) get theirs. He is, deeply 
concerned in the earnings of his cor- 
poration, and if they have been suffi- 
cient for many years to pay interest 
charges with a good deal to spare for 
dividends, he can safely become a pre- 
ferred partner. 

A preferred issue is poised midway 
between the bonds and common stocks 
of a corporation, and the majority have 
a good investment rating. Many of 
them have paid consecutive dividends 
for many years without a break; the 
issuing companies are in an impregna- 
ble position, and the safety buffer is 
usually the substantial common stock 
issues held by the ordinary or deferred 
partners of the organization. Thcir 
very heavy investment and more often 
their voting power and supervision in- 
sures a degree of safety for the pre- 
ferred stockholders equal to that found 
in many bonds. The higher yield of 


preferred stocks, which average six to 
seven per cent, causes the majority of 
investors to regard these securities as 
a second line of defence—where they 
rightfully belong. 

As the majority of preferred stocks 
have a par value of $100 they can be ac- 
cumulated by the large or small in- 
vestor concurrently with, or after his 
principal investment in bonds is made. 
Issues like the following are repre- 
sentative of the best types, which may 
well be salted away with the assur- 
ance that time will only improve the 
blend : 

United States Steel preferred. 

American Agricultural Chemical 
preferred. 

American Sugar Refining preferred. 

American Woolen preferred. 

General Motors preferred. 

Willys-Overland preferred. 

J. I. Case preferred. 

Pierce-Arrow preferred. 

American Locomotive preferred. 

American Smelting & Refining pre 
ferred. 

Bethlehem Steel preferred. 

Virginia Carolina Chemical preferred. 

National Enameling & Stamping 
preferred. 

Baldwin Locomotive preferred. 

Goodrich (B.F.) preferred. 

Worthington Pump preferred. 

Atchison preferred. 

Southern Railway preferred. 

Kansas City Southern preferred. 

Reading preferred. 

This list is not by any means exhaus- 
tive, nor even entirely representative. 
The writer can only indicate the pos- 
sibilities in this field for solid invest- 
ment, generous yields, and profit-mak- 
ing opportunities. The reader should 
make a study of the issues and com- 
pare their relative merits for himself. 
and ultimately dispense with first-aid 
on this all important subject. 

The Specialist in Panics 

The second plan is described by “The 
Specialist in Panics” (in “Fourteen 
Methods of Operating in the Stock 
Market,”) who gained much fun and 
considerable financial advantage by 
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buying investment issues on gloom, 
and selling out on glory. I do not wish 
to spoil a good story by describing the 
method in detail, but it consisted of 
the simple principle of making up one’s 
mind well in advance of a market cycle 
as to the securities that would be 
desirable at lower prices—and then 
buying them at or near the desired 
level. The end of the operation took 
place later, when the general public 
became enamored of those self-same 
securities at substantially higher 
prices. At that stage the specialist 
again entered the market—to sell out 
on the resultant glory. It might 
sound bromidic and trite to suggest 
“buying cheap and selling dear.” 
Every one knows, or pretends to 
know, that it is the right idea, but 
véry few have the energy to study 
long-distance opportunities, and the 
patience to see their ideas through to 
a successful consummation. 


If any reader possesses these good 
qualities he may become a ‘specialist 
in panics as a side line, and he has the 
writer’s solemn assurance that it is an 
excellent business to be in—in fact the 
only “sure thing” he cares to recom- 
mend. 

In fact, low prices for certain classes 
of securities are with us at this writing. 
Good bonds and preferred stocks are 
selling at or around their lowest prices 
in years. I doubt whether they will 
ever sell lower during the next decade, 
and ‘there is no reason why the in- 
vestor who seeks financial independ- 
ence ultimately should not “specialize” 
right now, and take his choice among 
the hundreds of sound securities which 
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must inevitably seek a better level of 
prices. The time to sell may not ar- 
tive for several years, but events 
shape fast in these cyclonic times and 
it is as well to have a good supply on 
hand in case the day of glory comes 
sooner than most people expect. 
The Big Idea 

In reproducing a typical gilt-edge 
investment among the common stocks 
—a one hundred share certificate of 
stock in the Pennsylvania Railroad 
Company—the reader is reminded that 
even a one-share certificate would 
look as good, if it stands back of the 
Big Idea that the writer would like to 
have the pleasure of sowing in THE 
MAGAZINE OF WALL STREET’s investment 
field. 

We believe that its possession would 
give the owner, if he is a real investor, 
a desire to know all about his com- 
pany; all the facts, be they good, bad 
or indifferent. He would learn, for ex- 
ample, that his is the largest family 
of railroad share owners in the world. 
Over one hundred thousand people 
have pinned their faith to Pennsyl- 
vania, and one half of them are wom- 
en; and that the number is growing 
from year 'to year. These people know 
that 'the old firm has been in the same 
spot since 1846, has paid dividends for 

ver sixty years, and never sold below 
40 per cent of par value in its history. 
Also that it has never missed, passed, 
or deferred a dividend, or given any one 
any anxiety as to his or her income. 
Also— 

The investor in Pennsylvania, or in 
any other good security, will surely 
take the trouble to learn the rest. 


VILLAGE GOSSIP 


Of course yew wuz ter the Rocky Mt. 
Club dinner tother nite? John Hays Ham- 
mond new durn well them barkeeps with 
sombreros ’n red henkecheefs wuz jes plain 
Waldorf waiters, so he told em he’d stan 
drinks fer the crowd ef theyd hit im with the 
big pistils thet layed on the bar. John 
nowd he wuz safe, cuz shootin biskits an’ 
cocktails aint no practiss fer hittin minin 
Inginears. 


* +. 7 
But ther boy whut made the ree! noyse 
wuz Cole Dupont. 


He ran the show and 


sos ter get em ter shut up sos he cud talk 
hed shoot this durn big 44 caliber gun. 
The gang bein yoos ter Wall Street ways, 
throo up there hans cept Clarence Barron 
hees so yoos ter holdin hees pod he cooden 
ferget it long nuff ter leggo. 


* * * 


Bill Hazen sez, hoo is thet fresh gy 
shootin up the place? But wen Bill 
lerned twuz Dupant with mostez many mil- 
lions ez Rockyfeller he sez e thot he wuz 
durn careless with hees powder. 



























Financial Leaders of To-Morrow 





Never were there greater opportunities for those with brains and gumption than 
exist today. Unless we are greatly mistaken the opportunities which the next decade 
will present in the banking, brokerage and business fields will far surpass anything that 
this great nation has seen in its one hundred and forty odd years of existence. Those 
who “seize the day” will be the ones who will write their names indelibly in economic 
and financial history. 


“Pull” and “luck” always will play a part in every man’s career, but he who expects 
to succeed solely because of either or both of those factors is foredoomed to failure 


before he starts. 


Influence or good fortune may present an opening, but the energy 


and resourcefulness of the individual alone can carry a good beginning to a successful 


conclusion. 


Herewith we present thumbnail sketches of two more young men whose names are 
already beginning to be heard outside of local financial circles. 


HORACE BOWKER’S FIRST JOB WAS AS A LABORER AT $1.50 


PER 


From Harvard's classic halls to the posi- 
tion of laborer in an evil smelling chemical 
fertlizer plant at Elizabethport, N. J., on 
wages of $1.50 per diem is the practical 
expression of the sublime to the ridiculous. 
Yet Horace Bowker seems to have made 
such a plunge with no permanent ill effects, 
for today he is secretary, a director and 
member of the Executive Committee of the 
great American Agricultural Chemical Co., 
capitalized at $100,000,000. Furthermore, he 
is president of the Bowker Fertilizer Co. 
and the Bowker Insecticide Company. 


Born in Boston, May 13, 1877, he attended 
the Stone School in that city and later Har- 
vard University. Mr. Bowker is one of 
those rare individuals who knew from the 
first exactly what he desired to do in life. 
The fertilizer business was a family insti- 
tution (the Bowker Fertilizer Co. is one of 
the oldest in the business), and from boy- 
hood his ambition was to follow in the foot- 
steps of his forebears. 


He scouts the idea that the element of 
chance plays an important factor in one’s 
destinies and, contrary to popular belief, is 
of the opinion that great cities offer the best 
opportunities for the young man of today 
and that great corporations are always on 
the lookout for capable, conscientious young 
men. He is a great stickler- for thorough- 
ness in everything, insists on accuracy and 
abhors a boaster. Young men, he believes. 


DAY 

should work hard and play hard, but work 
should be the primary consideration. Good 
health is an all-important factor. Mr. 





Bowker is married and his recreations are 
walking and sailing—when he can get the 
time. 


WALTER H. FILOR BEGAN AS AN OFFICE BOY 


From the job of filling ink-wells and stav- 
ing off book agents to the head of one of 
the leading Stock Exchange firms is a tre- 
mendous jump, but such is the epitomized 
business record of Walter H. Filor, head of 
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the firm of Filor, Bullard & Smyth. Nor 
does the effort appear to have been over- 
strenuous, for, as shown by the photograph 
herewith, Mr. Filor’s brow is still un- 
marked by lines of carking care, and he 
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retains a greater percentage of hair on his 
head than most men 43 years of age. 


After graduating from the Grammar 
School at Haverstraw, N. Y., Mr. Filor 
plunged into the vortex of the business 
world via the wholesale dry goods house of 
Faulkner, Page & Co., “at the large salary 
of $3.00 a week,” as he himself expresses it. 
His ambition from the very start, however, 
was to become associated with or to be a 
member of a New York Stock Exchange 
house. It was not very long before he was 
in the heart of the Wall Street district, 
learning how things were done by those 
who know best how to do them. 


Those who know Mr. Filor agree heartily 
with him that hard work and concentration 
on business are far better in the long run 
than any pull or influence, no matter how 
potent. 


Mr. Filor keeps himself fit by horseback 
riding and farming. He is a believer in 
the vicissitudes of fortune, but thinks the 
element of chance of little importance un- 
less good luck is accompanied by persis- 
tence and hard work. He says: “The young 
man of today has a better chance than any 
young man ever had in this country before.” 


“ACTIVITY WILL COME WITH CONFIDENCE”—SAYS REDFIELD 


| apse C. REDFIELD, Secretary of 
Commerce, in an address before the Ex- 
ecutive Association of Wholesale Grocers of 
New England, said: 

“When we look at our canceled checks for 
taxes we are looking at something which might 
almost be called a financial corpse. It has done 
its work. It is dead. There is no life to it any 
more. When we look, however, at our canceled 
check for the purchase of a government bond, 
the check represents not death but life; not 
the end but the beginning; not an expense but 
an investment; not a loss but a gain. It means 
the beginning of a non-taxable income; the 
establishing of additional credit; the gaining of 
greater buying power; possession of a security 
honored by commerce and industry and ac- 
knowledged in every bank throughout the land. 

“TI draw this parallel, partly in order to make 
the further suggestion that the loan, were it not 
to be fully taken, might necessarily take for 
the needed balance the form of taxation. In 
other words, we are offered a happy alternative, 
a privilege of saving instead of losing, a priv- 
ilege of gaining interest instead of paying it 
out. The truth is, of course, that the war is 
not over until we have placed this loan. It is 
the last of the great loans connected with the 
European war. Without it our work is incom- 
plete, our credit would be impaired. It is un- 
thinkable that the American people should fail 
to set their stamp reading ‘paid in full’ upon 
the obligations they have assumed. 

“It is hard to break away from such an en- 
trancing theme at the very moment when I see 
subscriptions leaping from your pockets but 


as the loan opened last Monday and so long as 
your good intentions endure and come to fruit- 
age you may be let off now. 

“The commerce of the country is on the 
whole recovering well from the reaction of the 
war. I had hoped indeed that it would be pos- 
sible to accelerate the progress and to do away 
-with anxious months for both capital and 
labor, but causes beyond my control have in- 
tervened and we must take things as they are. 
The buying power which is also the paying 
power of the United States was never as large 
as it is today. We have financially found our- 
selves. This is true from the largest banker to 
the humblest laborer. Few had any idea five 
years ago that we had as much financial power 
as we have shown. Business, however, al- 
though recovering, still hesitates because men 
are reluctant to buy upon a falling market and 
therefore factories are running part time and 
many are out of work. 

“The prosperity of the farmers is certain to 
reflect itself in trade and as prices adjust them- 
selves slowly to a lower level, the normal law 
of supply and demand which has been suspend- 

for several years will come into effect. 
Business does not hesitate because things are 
getting worse or going to be bad. It hesitates, 
on the contrary, because it believes things are 
going to be better. The country on the whole 
has been economizing for two years and to this 
is added the fact that the people of the coun- 
try were never so well able to buy and pay as 
they now are. Just so soon, therefore, as 
confidence is established that a stable basis of 
prices exists, business will come in abundance.” 
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Leading Opinions 


About Financial, Investment, Banking and Business Conditions 


Bankers on the 
Fifth Liberty Loan 


Needless to say the terms of the new Vic- 
tory Loan were an agreeable surprise. It 
was generally believed that $6,000,000,000 
was the goal to be attained, and placing the 
amount at $4,500,000,000 will cause less 
strain on the investment market. The other 
features, such as the conversion privilege 
and the rate of interest allowed, were unex- 
pected and attractive. 

Leading bankers are heartily pleased with 
the terms of the issue and predict its suc- 
cess. Charles D. Mitchell, president of the 
National City Bank, declared: 

“I think that Mr. Glass has made excellent 
decisions, both in regard to the amount and 
the rates. The rates on the two issues are 
such that they should prove particularly 
attractive to all classes of investors. It is 
difficult to say which of the two issues will 
produce the greater subscriptions, but I 
think both will be big.” 

Walter E. Frew, president of the Corn 
Exchange Bank, said: 

“The terms of the loan are such as will 
appeal to all classes of investors, large and 
small. The amount, the rate and the inter- 
changeability of the conversion privilege, to 
say nothing of the character of the security 
itself makes the loau, to my mind, one of 
the most ideal investments ever offered to 
the public. 

“From a purely investment standpoint, to 
those liable to pay the normal income tax, 
the 434% notes are equivalent to the indi- 
vidual of a 5% investment, and to corpora- 
tions paying 10% normal tax, they are 
equivalent to an investment yielding 5%. 

“The offering is most attractive and I be- 
lieve the public will so consider it.” 


Redfield Thinks 
Lower Prices Necessary 


A bright and prosperous future is ahead 
of us, but we must all place our shoulders 
to the wheel and remove the many annoying 
obstacles in the path. The profiteer must 
go and prices must not be sustained for the 
sake of large profits thinks the Secretary 
of Commerce. He says: 

“We have a great loan to face and heavy 
taxes to pay, but we shall meet them fear- 
lessly and successfully, and in a few months 
shall find that our faces are turned toward 
a bright and prosperous future,” says Sec- 
retary Redfield. 

“How can we help, each of us, in this 
period of reconstruction? One way is to 
talk and act as optimists, for the chief thing 
needed is confidence. The profiteer has no 
place among us now. Go after him wher- 
ever you find him! He it is who plays into 


the hands of the Bolshevik. He it is who 
provides a basis for the I. W. W. 


“Do not try to sustain prices for the 
sake of large profit. That prolongs the 
agony. That prevents the return of confi- 
dence. It is better far to lose something 
for a month or two than to prolong the 
hesitation for six or eight months or a year. 
Business now faces an opportunity for a 
sacrifice, temporarily, of personal profits 
that the greater gain may come when the 
buying movement starts.. Business can aid 
the buying movement, can stimulate it, can 
bring it nearer by letting the public know 
it will be met halfway.” 


Must Increase 
Investments Abroad 


If we are to maintain the foreign trade 
already secured and to enlarge our opera- 
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Chicago Tribune 
THE DANGER OF REDUCING PRICES 





tions in this field, American capital must 
flow in increasing quantities into foreign 
investments. Great Britain has resorted to 
strong measures to protect its interests, and 
unless we come forward freely with money 
we will quickly lose our favorable position. 
In its monthly bulletin the Federal Reserve 
Board will say: 

“Great Britain has found it necessary to 
adopt strong measures to prevent further 
importations of commodities and with- 
drawal of support for sterling will tend to 
make these restrictions still further effec- 
tive. The same situation will exist in an 
even more marked degree with respect to 
importations from the United States into 
Italy. 

“All these conditions must necessarily 
exert an important effect upon our export 
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trade. The extent to which we can export 
to foreign countries lately belligerent, will 
depend on their ability to finance their own 
needs or obtain adequate assistance in such 
financing from American banks and bank- 
ers. Undoubtedly such assistance will be 
forthcoming in considerable measure, but 
it can hardly be expected that so tremen- 
dous a flow of goods out of the United 
States will be maintained as has been true 
for a long time past, giving us during the 
years 1916-1918 a favorable merchandise 
balance of about $9,000,000,000. The United 
States in order to continue as a great ex- 
porter must continue, as a great investor in 
foreign countries and to the extent she is 
able to do so her selling power will be cor- 
respondingly developed and sustained.” 


“Labor Troubles Nearly 
Solved”—Sec. Wilson 


Our labor troubles are not nearly so 
great as agitators and some newspapers 

















Geo. Matthew Adams Service 
WILL YOU FINISH THE JOB? 





lead us to believe. Demobilization is pro- 
ceeding successfully and soldiers as a whole 
are being rapidly placed in their former 
or new positions. A certain amount of 
unemployment always prevails, and too 
much stress should not be laid upon ap- 
essential that employment be given to those 
ing previous figures on the status of labor. 
Real industrial activity is coming, but it is 
essential that employmnet be given to those 
out of jobs now by undertaking public work 
on a large scale, thinks Secretary of Labor 
Wilson. On the subject he points out: 

“If our industrial activities could be re- 
stored immediately to their pre-war magni- 
ture, even though it might be on a post- 
war basis, there would be no problem of 
demobilization. At the time that we en- 
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gaged in the war there was very little 
unemployment. Even in our periods of 
industrial activity we have in the neighbor- 
hood of a million unemployed. According 
to reports we are receiving from industrial 
centers there at at present about 800,000 
unemployed in the United States. Thenum- 
ber is not in itself alarming, because it is 
not greater than we frequently have in 
periods of industrial activity. 

“We are getting nearer to the point where 
we are absorbing the demobilized soldiers 
and war workers as rapidly as the de- 
mobilization takes place. That we have not 
quite reached that point is due to the fear 
of employers and business men generally to 
contract for raw materials for their several 
enterprises at the present market prices. It 
is felt that substantial reductions in prices 
of materials will take place, with a possible 
reduction also in wages. 

“My judgment is that there will be little 
or no reduction in the wage rates, that it 
would be folly on the part of business men 
to attempt any general reduction of wages, 
and if wage reductions were enforced it 
would be for only a short period, because 
just as sure as we get through our period 
of readjustment, and we are going to get 
through it, just so sure will we have a pro- 
longed period of industrial activity that will 
create a demand for workers and will com- 
pel employers to pay as high or higher 
wages than they are now paying. 

“To bridge over the period until we shall 
reach the season of great industrial ac- 
tivity it is essential that all public works be 
undertaken as rapidly as possible, in order 
to take care of the present labor surplus.” 


“Telegraph Rates Too 

High”—W. J. Deegan 

Telegraph rates should have been reduced 
instead of increased, according to officials 
of the Postal Telegraph & Cable Co. These 
officers point out that the Western Union 
may have been in a bad way and found it 
necessary to increase rates, but could not 
do so under private ownership, as they 
would have to compete with the Postal at 
the old rate. Wm. J. Deegan, secretary of 
the Postal Telegraph & Cable Co., pointed 
out that a reduction in rates would not have 
hurt the earnings of the Postal company 
and that there are a lot of inconsistencies 
in Postmaster Burleson’s argument. He 
says: 

“The Western Union was operated un- 
economically. Unnecessary offices were 
kept open and unnecessary expenses in- 
curred. It was anything to beat the Postal. 
Yet the reports of the Western Union com- 
pany show that the lines made more under 
private operation than under Government 
control. Practically the same system seems 
to have been followed under Government 
operation. 

“Here is another nut for Postmaster- 
General Burleson to crack. He says we are 
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entitled to only $1,680,000 a year for the use 
of our lines, although we earned $4,269,000. 

“Now, assume that is true. Then Mr. 
Burleson should have reduced telegraph 
rates over one-half and should collect only 
from the public what we are entitled to 
earn and what he proposes to pay us, name- 
ly, $1,680,000. 

“Instead of that, he increased the rates 
20%. That 20% on $4,269,000 is $853,800, 
which, added to the $4,269,000, makes $5,- 
122,800. In other words, Mr. Burleson says 
we are entitled to earn only $1,680,000, yet 
he proceeds to raise rates so that our sys- 
tem must earn $5,122,800. How does he 
reconcile all this? 

“What is he going to do with the differ- 
ence between $1,680,000 and $5,122,800? 
Does he intend to turn it over to the West- 
ern Union Telegraph Company?” 


Export Activity 
Feared by British 


The best evidence that American business 
men are taking advantage of the oppor- 
tunity afforded in the export field is the 
fact that the British subjects are complain- 
ing to their government that if something 
is not done the Americans will replace them 
almost entirely in the export field. The 
British Government is particularly con- 
cerned about its trade in the Far East, and 
preparations have been made to send special 
missions to China and other countries in the 
Orient. As one London paper sees the 
situation: 

“The activity of manufacturers in the 
United States of America and the keen com- 
mercial instinct with which they are seek- 
ing to revive old and secure new markets 
for their goods have led to many complaints 
that British manufacturers are being left 
far behind in the struggle for the markets 
of the world. 

“To British residents abroad it is pecu- 
liarly exasperating to see American busi- 
ness houses taking up premises in, say, 
Scandinavia, for the purpose of trading di- 
rect with large firms in Norway, Sweden, 
Denmark and Finland, and, with an eye to 
the future, establishing a jumping off place 
from which they will be able to establish 
themselves in Russia when that country is 
once more in a sufficiently settled state to 
permit of trading relations being re-estab- 
lished. The same complaint is being made 
by Britons in all parts of the world, that 
the American manufacturer is very much 
to the fore, while nothing is seen of his 
British competitor.” 


“Private Ownership 
Best”—Col. Byllesby 


If Public Utilities were protected by 
proper legislation and given a chance to 
earn a fair return on the investment, the 
community which it serves would get the 
maximum service. In defending private 
ownership Colonel H. M. Byllesby, in a 
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Asso- 





Utilities 





telegram to the Oklahoma 
ciation, said: 

“The trend of events in the utility situa- 
tion is one which should command our most 
earnest, thoughful and active attention. It 
seems to me that only two courses are open 
to the utility business: first, that the laws 
be so adjusted as to enable these companies 
to make such a fair return upon their in- 
vestment as will enable them to find capital 
continuously for the further extension of 
their enterprises which the growth of the 
community served and the improvements 
in the art render increasingly neccessary. 
These laws and regulations at the hands of 
commissions or other properly authorized 
bodies should encourage in every proper 
way the spirit of enterprise and provide 












normal 
pR osPF 

















Brooklyn Eagle 
WE’VE GOT TO CLEAR THE ROAD 





some profitable return beyond the mere bare 
interest on the cost of the properties in 
order to bring to bear the very best inven- 
tive and enterprising capacities of all those 
engaged in this business. 

“Tf the laws and regulations cannot pro- 
vide for this situation then the only alterna- 
tive, it seems to me, is that the various com- 
munities should take over the properties at 
a fair and suitable compensation to the 
owners, as I am confident that at bottom 
no real American wishes to rob anyone or 
to take possession of any property without 
making due, proper and fair payment there- 
for. This latter course is one which I sin- 
cerely trust will not be adopted, as it in- 
volves all the evils which vears of experi- 
ence have shown always attach tc govern- 
mental operation of enterprises of this 
nature. 
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“The very best results to the community, 
to those who pay for the service 1:endered, 
will be found as always in private cwner- 
ship, where this ownership, while bcing 
regulated along proper lines, is still allowed 
full scope for the exercise of ingenuity and 
enterprise; and in order to du this they 
must be -allowed, as I have previously 
stated, not only a standard return for the 
capital invested in other enterprises of an 
at all similar nature, but in addition to this 
some fair, reasonable allowance to com- 
pensate for the exercise of painstaking con- 
tinuous industry, ingenuity and enterprise.” 


Investment Trusts to 
Aid Foreign Financing 


That it will be necessary for this country 
to emark on foreign financing on a large 
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N. Y. Tribune 
THE STAR BOARDER 





scale is generally conceded by most bankers 
and business men. Investment Trust cor- 
porations in the United States, formed for 
the purpose of purchasing foreign securi- 
ties along the lines of similar companies in 
Europe will provide the best and easiest 
medium for such operations. These invest- 
ment trust corporations should be formed 
as soon as possible thinks Leopold Fred- 
erick, treasurer of the American Smelting 
& Refining Co., and he says: 

“With the slowing down of industria! ac- 
tivity in the United States the managers of 
the plants whose capacity had been so 
enormously enlarged during the war are 
beginning to turn to the field of foreign 
trade in order to find an outlet for their 
products. On the other hand, foreign na- 
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tions, especially those that had to bear the 
brunt of the terrible conflict in Europe, are 
looking anxiously to the United States for 
help in their reconstruction problems. They 
need cotton, copper, steel, machinery and 
many other of our products. They I:ck, 
however, the ready cash and credit to pay 
for their purchases. 

“It has been suggested several times dur- 
ing the last few months that there shuuld 
be established in the United States invest- 
ment trusts, which institutions would be 
ereat factors in the education of the 
American investor to the value of foreign 
securities. 

“The investment trusts under discussion 
are nothing else than holding companies 
for foreign securities. 

“These investment trusts work on the 
insurance company plan, selecting securi- 
ties from all parts of the world. The In- 
vestment Trust Corporation, Ltd., of Lon- 
don, for instance, shows in its statement for 
1917 not less than 315 kinds of investments, 
the Second Edinburgh Investment Trust, 
Ltd., of Edinburgh, Scotland, 238, and the 
Metropolitan Trust Company, Ltd., of Lon- 
don, 220. These investments include for- 
eign government issues, municipal loans, 
mortgage bonds, preferred and common 
shares in railroads, public utilities, banking, 
commercial and industrial corporations.” 


Chicago Banker Sees 
Better Business 


Peace is the first essential in creation of 
general public confidence, aad next fall 
should see the revival of business in full 
swing, according to F. H. Rawlson, presi- 
dent of the Union Trust Company. Re- 
turning from an Eastern trip he said: 


“I found Eastern bankers more hopefu: 
over general outlook than they were 
two months ago, when they had less appre- 
hension over labor situation. The change 
followed the efforts of a large corporation 
to reach better understanding with em- 
ployes by, in one way and another, giving 
men interest in the direction of bus‘ness 
and in some sharing of profits. This policy 
is fundamental in producing better rela- 
tions. 

“It is thought money rates will rule rather 
firm around the present level for sorae 
months. Government requirements are re- 
sponsible for this feeling, but there is no 
suggestion of undue closeness and commer- 
cial rates are expected to run between 54% 
to 6% in New England. 

“Leather interests have experienced de- 
mands from abroad, especially from Great 
Britain, and it looks as if leather products 
will not show any material decline in price 
for some time. 

“All banks look forward to peace as the 
first essential in creation of general public 
confidence and trade activity. I believe the 
best opinion is that the coming autumn wi!! 
find all business on excellent basis.” 
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BUY VICTORY LIBERTY 






BONDS 


Don’t Leave the Job Half Done—An Excellent Investment for Poor 
And Rich Alike—Yield Very Attractive— Early Maturity 
Assures Maintenance of Market Values 


By JACOB H. SCHMUCKLER 


2 VICTORY LIBERTY LOAN 
campaign starts on April 21. The 
people of the United States are 
called upon to take $4,500,000,000 of 
these bonds. All oversubscriptions will 
be rejected, and allotments will be made 
on a graduated scale similar in general 
plan to that adopted in the First Liberty 
Loan. Allotment will be made in full 
for subscriptions up to and including 
$10,000. 

The total is somewhat smaller than the 
amount which it had been thought would 
be offered. Secretary Glass in his an- 
nouncement states that this will be the 
last popular campaign to sell Government 
bonds. He adds that as the remaining 
war bills are presented further borrow- 
ing will be done. However, in view of 
the decreasing scale of expenditure, the 
requirements of the Government in ex- 
cess of the amounts secured from taxes 
and other income can readily be financed 
by the issue of Treasury certificates from 
time to time, which may ultimately be 
refunded by an issue of notes or bonds, 
but this will be done without the aid 
of another great popular campaign. 


Terms of Issue Attractive 

The loan is to be dated May 20, 1919, 
and is to be of short term, maturing on 
May 20, 1923, but may be redeemed be- 
fore maturity at the option of the 
United States Government on June 15 
or December 15, 1922, at par and interest. 
There are to be two series of notes, 
3%s and 434s. The 33s are absolutely 
tax-exempt, excepting for estate and in- 
heritance taxes, and the 434s are exempt 
from state, local and Federal normal in- 
come taxes. 

Both series are to be offered for public 
subscription, but the campaign is to lay 
emphasis upon the 434s, as these will ap- 
peal most to the rank and file of invest- 
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ors. A certain number of the 434s will, 
therefore, be on hand for sale and dis- 
tribution. The 334s will appeal mostly 
to large investors, who will probably pay 
under the Government installment plan, 
and there will be plenty of time to de- 
liver the definitive 334s before the last 
installment falls due with accrued inter- 
est on November 11. Other installments 
under the Government plan are due as 
follows: 10% on or before May 10, 10% 
on July 15, and 20% on August 12, Sep- 
tember 9 and October 7, respectively. In 
addition there will undoubtedly be a 
number of banks and other institutions 
offering the privilege of partial payment 
and installment plans as in the previous 
issues. 

Both series are freely inter-convertible. 
A man who buys the 434s can exchange 
for the lower rate issued later, and can 
reverse the transaction, and there ap- 
pears to be no restrictions as to the num- 
ber of times and when he may make the 
conversions. The rate of 434% on a 
United States Government bond may 
conservatively be called remarkable. For 
the man with a small income they are 
practically tax free, and give a “cold” 
434% return on each dollar on the safest 
investment in the world. 

As to the chances of depreciation in 
market values, they are negligible, as the 
term of the issue is only from three to 
four years. To the wealthy man, the 
334% return is unique, and, for the rea- 
son stated above, the chances for market 
loss are cut down to a minimum. Again, 
let us suppose that through some unfortu- 
nate circumstances the income of a large 
investor is reduced, or that rates of tax- 
ation decline to a point where it is more 
advantageous to have the 434% bonds. 
He can then convert into the higher 
yield bond. 
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The rates of return on the taxable 
bonds correspond very closely with those 
on previous taxable issues, but the 334% 
offered on the complete tax free bond is 
slightly above the rate obtainable from 
the first 3%s at current market prices. 
This is because of the longer maturity of 
the 3%4s. These facts bear out Secretary 
Glass’ statement to the effect that the 
Treasury was guided largely by the desire 
to devise a security which would not only 
prove attractive to the people of the 
country in the first instance, but the terms 
of which would insure a good market for 
the notes after the campaign and would 
not injuriously affect the market for the 
existing Liberty Loans. 


Why the Public Should Buy 


The public should take the loan not 
only because it is a patriotic duty, but be- 
cause it is an excellent investment. An- 
other reason is that there is no better 
method of cultivating the habit of thrift 
than through the purchase of Govern- 
ment bonds. Their safety is beyond 
question, and the investor can rest as- 
sured that he can get his money back not 
only at maturity but at any time, with in- 
terest. The need of thrift and its benefits 
to the individual and to the country as a 
whole are clear to everybody, and there 


is no better place to make the start toward 
financial independence than by buying the 
best security in the world to yield you 
434% on your money. 

How Much Is Each District to Take? 


The allotments of each of the twelve 
Federal Reserve Districts are: 
First District—Boston........... $ 375,000,000 


Second District—New York..... 1,350,000,000 
Third District—Philadelphia..... 375,000,000 
Fourth District—Cleveland...... 


Fifth District—Richmond........ 210,000,000 
Sixth District—Atlanta.......... 
Seventh District—Chicago.... 
Eighth District—St. Louis....... 195,000, 


Ninth District—Minneapolis..... 157,500,000 
Tenth District—Kansas City..... 195,000,000 
Eleventh District—Dallas........ 94,500,000 
Twelfth District—San Francisco.. 301,500, 
ME “in Saag ie weave acaudaalion $4,500,000,000 


The New York District is called upon 
to take a little more than a quarter of the 
total. The next largest allotment is for 
the Chicago District ; then follows Cleve- 
land, and the amounts decline until we 
come to the Dallas District, which is 
called upon to take $94,000,000. 


An immense oversubscription should 
be recorded, for the loan is literally the 
chance of a lifetime. Indeed it is prob- 
ably safe to say that such a “plum” will 
never be offered again. 


WHY THE GOVERNMENT NEEDS THE AID OF SMALL 
INVESTORS 


ON. R. C. LEFFINGWELL, Assistant 
Secretary of the Treasury, in his address 
before the recent Washington conference be- 
tween the twelve Federal Reserve District 
Directors of Savings and the Savings Division 
of the Treasury Department, spoke of the im- 
portance of having small investors help finance 
the Government, because if reliance were 
placed wholly in those capable of buying 
large amounts of bonds there might be a re- 
sulting inflation of the currency. 


“Many will ask why will it cause inflation 
if small investors do not help, and why is in- 
flation harmful, anyway. 

“The most careful estimates we have place 
the total income of the United States at about 
$30,000,000,000 in 1910, at $40,000,000,000 to 
$50,000,000,000 at the time we entered the war 
in 1917, and at $60,000,000,000 to $70,000,000,000 
in 1918. The rapid increase was due in part 
to an actual increase in physical output vari- 
ously estimated at from 15 to 30% and still 
more to higher prices which caused a: writing 
up in monetary terms. Our most accurate 


statisticians have calculated that if the Gov- 
ernment took all the income of all the well-to- 





do, say, of all those receiving incomes of over 
$5,000 when the war broke out, the sum total 
would not be equal to the $18,000,000,000 or 
more required for the current year. This is 
on the assumption of leaving nothing even for 
the living expenses of the well-to-do. From 
this it is evident that something must be se- 
cured from small investors. 

“This may be done in two ways. First, peo- 
ple of smaller means may save to pay taxes 
or to buy Government bonds and savings 
stamps. This furnishes the Government with 
money to buy needed supplies and services. 
Or, second, if the people are unwilling to 
save for the Government, it is forced to adopt 
an inflation policy for it must get what it 
needs in some way if not in the best way. 

“But if people don’t voluntarily save and sup- 
ply the Government with funds, the Govern- 
ment is forced to create through the banks 
and otherwise, more dollars or counters with 
which it can get needed supplies of existing 
goods and services. This creation of more dol- 
lars or counters of course does not increase the 
oy of goods or the number of workmen 
in the United States.” 















CONVERTIBLE SHORT TERM 


ISSUES OF MERIT 


By J. B. CORVETT 
An Interesting Group of Securities Offering Attractive Possibilities 


IRECTORS and bankers are not 

unlike other human beings. 

They possess remarkable adapt- 

ability in the methods of pro- 

viding the financial needs of the corpo- 
rations they manage. One of their chief 
problems in securing the funds needed is 
to know the tastes and requirements of 
investors and the conditions of the secur- 
ity markets at all times and to cater to 
them. On the other hand, bankers, and 
more especially directors, are in duty 
bound to consider the welfare of those 
for whom they are agents and to try to 


done at a premium above par, they have 
obligated themselves to pay 6% on each 
dollar borrowed for the entire period. It 
is very much to their benefit under such 
conditions to issue a 7% bond maturing 
in three or even ten years, and at its ma- 
turity to float a thirty-year bond at 4 or 
5%. This obviously assumes that the 
course of interest rates will be downward. 

During the war period the amount of 
new corporation financing was compara- 
tively limited, for the reason that corpo- 
rations could not and did not believe it 
patriotic, to compete with the Govern- 





TABLE I—LIST OF CONVERTIBLE SHORT-TERM NOTES 


Approx. Yield 











Issues Maturity Price About to Maturity 

American Telephone & Telegraph 7-year 

OE ieee August, 1925 102 —102%%4 5.75% 
Armour & Co. conv. deb. 6s............... June, 1919-24 103%4—105 2.00—5.10 
Bethlehem Steel 7% notes................ July, 1919 100%—100% 5.75 
Bethlehem Steel 7% notes................ July, 1920 101%—101% 5.95 
Bethlehem Steel 7% notes................ July, 1921 10144—10154 6.40 
Bethlehem Steel 7% — Rar aie ae July, 1922 101%4—101% 6.45 
Bethlehem Steel 7% notes................ uly, 1923 101%—101% 6.30 
Consolidated Gas & Electric Light & Power 

OE Baltimore cComv. 76.......ccccccceces August, 1922 10014—100% 6.80 
Interborough Rapid Transit 7s........... Sept., 1921 8814— 89 12.30 
eS E  E T  errreree Jan., 1929 997% 7.05 
Northern States Power (Minn) 7% notes.. August, 1923 99 —100 7.30 
Public Service of N. J. conv. 7s.......... March, 1922 96 — 97 8.15 
Southern California deb. 6s............... March, 1920 99 —100%4 6.50 





secure capital on terms most favorable 
to them. 

The result of these conflicting motives 
and interests is the immense number of 
types of securities outstanding and the 
variations in the types of securities of- 
fered on the market as the times dictate. 

Barring special cases, short term bonds 
are a concomitant of a money market 
where rates are high. At such times di- 
rectors and bankers figure that it is bad 
business to float long term bonds on 
which they will have to pay high interest 
rates for years. If they issue a thirty- 


year 6% bond, unless provision is made 
for retirement, 


which must usually be 
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ment’s need for capital. With the de- 
mands for capital so heavy, rates on cor- 
poration bonds have risen rapidly since 
about the beginning of 1917. In addition, 
owing to the lack of knowledge on the 
part of the several Governments as to 
how much money they would need to 
carry on the war, the course of the money 
market was bound to be uncertain. The 
consequence was that by far the larger 
proportion of new corporation financing 
during the war period was in the form 
of short term issues. Bankers and direc- 
tors did not care to issue long term bonds 
on which they would have to pay excep- 
tionally high rates, and investors, fearing 
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the course of the bond market, preferred 
early maturing issues, because early ma- 
turity is a decided protection against de- 
preciation in current market values. 


What About Short Term Bonds Now? 


Analysis of the issues floated since the 
signing of the armistice shows a decided 
preponderance in favor of short term 
bonds. However, an especially large pro- 
portion of the offerings carries convert- 
ible features. 

In Table I are presented some actively 
traded in convertible short term issues, 
all of which have been issued since No- 
vember 11. Only two of them, the Stand- 
ard Gas & Electric 6s and the Southern 
California Edison 6s; were issued under 
old mortgages. While no actual compila- 
tion has been made as to what proportion 
of total flotations these notes constitute, 
the relative amount is certainly much lar- 
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than is possible through the issuing of 
long-term bonds. 

In Tables I and II are represented a 
list of convertible short term issues and 
their conversion terms. Theé rates of re- 
turn are computed as acurately as pos- 
sible, but in the case of notes maturing in 
a few months, the giving of absolutely 
exact yields would involve too much 
labor. Those given in the table are cor- 
rect enough for all practical purposes. 


AMERICAN TELEPHONE & TELEGRAPH 
6s are a high grade issue. At current 
prices they yield only about 5.75%, and 
as a straight investment it is possible to 
secure a number of strongly secured 
bonds giving a larger return. The con- 
version privilege permits exchanging the 
bonds for stock at 106 after August 1, 
1920, and there are some possibilities in 
this privilege. The prevailing high prices 





TABLE II—TERMS OF CONVERSION 


Issue Terms 
Amer. Tel. & Tel. 6s..... Common stock at 106 from Aug. 1, 1920. 
Armour & Co. 6s........ Par for par into preferred from Sept. 1, 1918. 
Bethlehem Steel 7s...... At par into Series A 30-year 6s on 6%4% basis. 


Consolidated Gas 7s..... Par for par into 30-year 6s, 1947. 


Interborough 7s 
Loctete Gas 76........0. 


seer eeeee 


Interborough 5s at 8714 at any time before maturity. 
Par for par into common; or 30-year 5s on 534% basis. 


Nor. States Power 7s....After Jan. 1, 1919, into pref. of Del. Co. at 95; common at par. 
Public Service 7s........ Prior to Dec. 31, 1921 into preferred at 10124. 
Southern Cal. Edison 6s.. Into common on basis of $1,100 for $1,000 notes. 








ger than we ever experienced before the 
war. 

The next important movement in bond 
prices, when it comes, will be upward, 
and with such a condition facing inves- 
tors, the purchase of notes, unless needed 
for special requirements, is unprofitable. 
Still corporations need money. The solu- 
tion lies in a compromise, and that is why 
we have had so many convertible short 
term bonds in the last few months. The 
investor is offered the possibility of se- 
curing a stock at a fixed price, which at 
the time of conversion may show him a 
market profit or put him in a position to 
reap the benefits resulting from the pros- 
perity and growth of the business, or he 
is offered the chance to secure a long term 
bond on a favorable basis. The corpora- 
tion, on the other hand, is enabled to se- 
cure funds at a lower cost eventually 





for the notes undoubtedly discount these 
prospects. Telephone stock is currently 
quoted around 104. 


Armour & Company 6s are also a high 
grade issue. The bonds are convertible 
into preferred stock par for par after 
September 1, 1918. The stock is 7% 
cumulative, is very strongly secured, and 
has good market possibilities. It has ad- 
vanced about three points in the last few 
days, and is now quoted around 105. 
The conversion privilege, therefore, ap- 
pears to have considerable value. I pre- 
fer the later maturities chiefly because of 
the higher yields, although all are selling 
comparatively high because of the con- 
version feature. 


BETHLEHEM STEEL 7s, maturing from 
1919 to 1923, inclusive, are, of course, of 
excellent investment character. The rates 














names 





of return available on the earlier maturi- 
ties are not very attractive, but consider- 
ing the first-rate caliber of the security, 
and the yields of over 6% available on 
the last three series, they are very desir- 
able as straight investments. The notes 
are secured by $70,000,000 of new con- 
solidated 30-year 6s, 1948, at the rate of 
$140 of bonds for each $100 of notes out- 
standing. The latter are convertible at 
par into the pledged bonds on a 642% 
basis at the time of conversion. The con- 
verting can be done on the first four se- 
ries until one month prior to the respec- 
tive maturities, and on the series E until 
four months prior to its maturity in 1923. 
In a more normal bond market, the privi- 
lege should prove very valuable. At pre- 
vailing prices all of Bethlehem’s long 
term obligations are selling at materially 
better than a 6%2% basis, excepting the 
purchase money and improvement 5s, 
which are on about the same basis. These 
are, however, in my opinion, undervalued. 


ConsoLtipATep Gas OF BALTIMORE 7s 
are strongly secured, and the 6.80% re- 
turn is very attractive. They are con- 
vertible into 30-year refunding 6s, 1947, 
at par. Under more normal conditions 
this privilege should prove valuable. The 
general 4%s, 1935, of this company in 
the present bond market are selling on 
about a 6% basis. 


INTERBOROUGH Rapip TRANsitT 7s. As 
the exceptionally high yield clearly indi- 
cates, all is not clear sailing with these 
notes. They are a direct lien of the 
company and are secured by pledge of 
$61,587,000 of first and refunding 5s, 
1966, the bonds being pledged at 64. The 
notes are convertible into the bonds at 
87% at any time before maturity. The 
bonds are down to about 67, and there 
can be little value in the conversion 
privilege until the New York traction 
situation has taken a definite turn for the 
better. At present the notes are to be 
regarded as speculative. 


LactepE Gas 7s are a well secured 
bond and are very attractive as an in- 
vestment for income return. The privi- 
lege to convert them into common stock 
par for par has no early value. The stock 
is now quoted at about 68. The bonds 
are also convertible into thirty-year 5s 
at par for the notes and on’a 5%4% for 








CONVERTIBLE SHORT TERM ISSUES 29 


With 
better grade utility bonds selling nearer 
normal levels, this privilege should be of 
value. 


the 5s at the time of conversion. 


NorTHERN States Power ( Minn.) 7s 
are a fairly well secured issue. Company 
has extensive hydro-electric properties. 
Business has been showing a steady ex- 
pansion for some years. Total interest 
charges earned about twice over in each 
year since 1913. Minnesota company 
controlled by Delaware _ corporation, 
which is a holding property. Preferred 
stock of Delaware concern is 7% cumu- 
lative, and is now quoted around 90-92. 
Some possibilities in conversion privilege 
into this stock at 95, but very little value 
in privilege to convert into common stock 
at par. 


Pustic Service or N. J. 7s are an at- 
tractive purchase for income return, and 
with the difficulties in the general trac- 
tion situation cleared away should see 
higher prices. Total interest charges are 
fairly well protected, though the margin 
has been cut down somewhat in the last 
two years by higher operating costs. 
There are $12,500,000 of the notes out- 
standing, and they are secured by $14,- 
000,000 of general 5s 1959 of the Cor- 
poration and $5,000,000 of Public Service 
Company stock. This concern operates 
under lease all of the electric properties 
controlled by the Public Service of New 
Jersey, excepting two small ones. The 
notes are convertible at 101% into 8% 
preferred stock. This issue was recently 
authorized by the stockholders, but has 
apparently not been issued as yet. I 
should suggest holding the notes until 
the clouds have completely passed from 
over the traction situation. 


SOUTHERN CALIFORNIA EpIson 6s are 
a well secured issue. They are not a 
lien on any specific property, but the 
company is a growing one, and interest 
charges are well protected. The notes 
are convertible into common stock around 
90 at the option of the holder. The stock 
is paying 7% annually, and is now quoted 
at this price. With the company con- 


tinuing its expansion, and in a stronger 
market for public utility stocks, the con- 
version privilege should be of material 
value. 
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Part XV of THE A BC OF BOND BUYING: How the 
Ordinary Investor May Judge Bond Values 


By G. C 


GREAT deal has been said and 
A written about the diversification 

of investments, yet many still 
have a wrong idea of the real meaning 
of the term. 

What is the object to be gained in 
buying half a dozen or a dozen different 
bonds instead of putting all your money 
into the one bond which appeals to you 
most strongly? Evidently the distribu- 
tion of risk. Since you do not claim to 
be infallible, your judgment in regard to 
that one favorite bond might turn out 
to be wrong, while if you buy ten differ- 
ent bonds, all of which seem to you to 
be safe and to have good prospects for 
the future, the chance of your being 
wrong on all ten of them is very small. 

Now there are two reasons why a 
bond investment may go wrong: 

(1) Dishonest or inefficient manage- 
ment of the company. 

(2) Bad conditions in the line of bus- 
iness in which the company is engaged. 

Those are the two kinds of risk the 
investor must run; so any diversification 
of investments should be made with 
both these risks in mind. 

It is not uncommon for a bond house 
to make up a so-called diversified list 
of investments which is entirely com- 
posed of different kinds of railroad 
bonds. There is a wide variety in rail- 
road bonds, not only in grade but in 
character, maturities, section of the 
country covered, nature of traffic, etc. 
Nevertheless, such a list cannot be prop- 
erly called a well-distributed investment, 
because it is confined to one general line 
of business. 

For example, any one who examines 
the recent course of the average prices 
of different classes of bonds will see that 
railroad bonds have declined more in 
proportion than industrial bonds. We 
can hardly assume that the investor 
could foresee the special conditions that 
have worked against the railroads and 
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in favor of the industrials. But one 
thing he could easily do—he could 
spread his investment over both classes. 
And if his selection of bonds does not 
cover more than one line of business it 
is not genuinely diversified. 


Different Yields Not Enough 


I see very little advantage in spread- 
ing an investment over high yield and 
low yield bonds, all of which may be 
adversely affected by the same set of 
conditions. This is often done with the 
idea that the high grade, low yield bonds 
will be safe in any case, even though 
some of the low grade bonds may go 
wrong. 

But in Chapter III. I brought out the 
fact that the risk in high grade bonds 
is usually greater in proportion to inter- 
est yield than the risk in lower grade 
bonds—that the higher grades of bonds 
sell higher in comparison with their real 
value than the lower grades. 

It is more logical, therefore, to obtain 
a wider distribution over high yield 
bonds in place of a narrower distribu- 
tion which includes the highest grade 
bonds. That is, the total net results will 
be better in buying 30 bonds yielding 7% 
than in buying 10 bonds which yield 5%, 
6% and 7%. Where the investment is 
widely distributed, the additional yield 
from the 7% bonds more than com- 
pensates for possible loss on one or two 
of them. 

The real point of distribution, as I see 
it, applies not to differing yields but to 
diversification in the character of the 
securities, their maturities, and the lines 
of business in which they are engaged. 


A Well Distributed High Yield 
Investment 


The table herewith gives a well dis- 
tributed high yield investment covering 
ten issues. No two of the bonds are 
in the same or even related industries, 
except that two railroad bonds are in- 




















cluded, one Eastern and one Western, 


and having a very different character of 
traffic. Maturities vary widely, and the 
average yield is only a shade less than 
7%. The Liberty 4%s are included not 
only because every investment list should 
now embrace some U. S. Government 
issues, but also because they are certain 
to rise in price. Moreover, they are 
exempt from normal income taxes, 
which means entirely exempt for many 
investors. 

Against most of these ten bonds the 
ultra-conservative investor would raise 
objections. He would perhaps say that 
Chile Copper is still in the development 
stage; that the Frisco has only recently 
been reorganized, so that its bonds have 
not yet become seasoned; that the Ger- 
man stamped Japanese bonds cannot be 


Maturity Current 


Yield 
Chile Copper 6s__._.1932 7.75% 
St. Louis and San. F. prior 

eee ....1950 7.30 
Japanese 444s, German stp_1925 6.90 
Beth Steel pur. & imp. 5s__.1936 6.50 
Pierce Oil 6s ie 1924 8.25 
International Agricul. 5s___.1932 7.00 
American Tel. & Tel. 6s.__1925 6.10 
U. S. Liberty 4th 4%s 1933-38 4.75 
Chesa. & Ohio conv. 4%s 1930 7.30 
Republic Motor Truck 7s_.1923 7.60 
Average yield 6.95 





sold in London, and that Japan may 
get into trouble with China, Russia, or 
the United States; that Bethlehem Steel 
has issued too much new capitalization 
recently ; that oil bonds are risky because 
the oil may give out any time; that In- 
ternational Agricultural’s past earnings 
have not been stable; that American 
Telephone is now under Government op- 
eration and may stay there; that Chesa- 
peake & Ohio 4%s lack satisfactory 
mortgage liens; and that Republic Mo- 
tor Truck is a comparatively new under- 
taking, which has not yet proved its 
permanent earning power. 

All of these objections are outweighed, 
in my mind, by other considerations. 
most of which are based on the actual 
earnings and prospects of the companies. 
However, my object here is not to 
analyze the investment standing of these 
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particular bonds, but to bring out the 
principles involved ; and it is exactly be- 
cause the above objections or others 


similar can be raised against these 
bonds, that they afford a relatively high 
yield. 
Usually a Reason for High Yields 
Occasionally an extra high yield is 
due to some special circumstance. For 
example, the Pierce Oil 6s are to be 
paid off at 105 at maturity. Most in- 
vestors do not notice this, and even 
some statisticians supposed to be well in- 
formed figure this yield on the basis of 
redemption at 100. All oii bonds should 
be of early maturity, because of possible 
exhaustion of territory, and these ma- 
ture in five years. So an additional five 
points at maturity means nearly one per 
cent. additional yield annually. 


Sometimes, also, somebody wants to 
liquidate a large amount of a bond 
which has only a small market. This 
may result in its being offered consid- 
erably below its natural value for a 
time. 


But in general an extra high yield 
has some reason behind it which has 
at least a superficial appearance of 
weight. The object of the alert investor 
is to see whether that superficial appear- 
ance has a sound basis behind it, or 
whether it rests only upon the preju- 
dices of investors, or upon mistaken 
impressions, or—and this covers by far 
the largest number of cases—upon con- 
clusions derived from the past instead 
of from the present and future of the 
company under consideration. 


The price of a bond is usually slow 
in responding to changes in the earnings 
and prospects of the company issuing it. 
The stock speculator tries to foresee 
and anticipate these changes—an effort 
on his part which brings in its train all 
the curiously involved phenomena of ac- 
tive speculation. But bonds are too slow 
for him. He generally leaves them co 
investors, and most investors are in the 
habit of waiting until they are sure, and 
then waiting another year to allow their 
views to get seasoned, and perhaps wait- 
ing another year to see whether the mar- 
ket responds to what they believe to be 
the situation. 
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So when a company is on the down 
grade its bonds follow very tardily, and 
when it starts on the up grade its bonds 
lag behind. When the wideawake 
investor sees a bond which gives a rela- 
tively high yield, his task is to find out 
whether its low price is due to perma- 
nent reasons or merely to the fact that 
the bond has not caught up with the 
real condition and prospects of the com- 
pany. 

Where Diversification Begins 

It is only after he has finished this 
examination and has reached his con- 
clusions that the question of distribution 
arises. He finds certain bonds which 
give a good return and yet seem to him 
to be as safe as anything is in an essen- 
tially unsafe world. But just because 
the world is essentially unsafe he real- 
izes that he cannot possibly foresee 
everything that might happen to those 
companies. 

In many fraternal organizations the 
members protect themselves against loss 
of salary and expenses during illness, by 
mutual insurance. If one member is ill 
he draws upon a fund which has been 
contributed by all the members to- 





gether. The risk of illness is distributed 
over the whole organization. 

Similarly the investor should distrib- 
ute his funds so that illness in the steel 
industry may fall upon funds contrib- 
uted by the copper industry, the rail- 
roads, fertilizers, the U. S. Government, 
foreign governments, cotton and woolen 
mills, and so on. He cannot be positive 
that none of his bonds will ever be ill, 
but he can organize them into a mutual 
insurance company. 

One other point in this matter of di- 
versification needs to be emphasized. 
The distribution of his funds over ten. 
twenty or thirty different bonds should 
not lead the investor to include any bond 
which does not strongly appeal to him 
on its individual merits. He should not 
excuse himself for “taking a chance” 
by saying, “Well, after all, this is only 
one-thirtieth of my investment.” 

On the contrary, he should be able to 
say in regard to each bond, “I believe 
this bond is adequately protected and 
that its good yield is due to the fact that 
it is selling below its real value. The 
only reason I confine my investment in 
it to one-thirtieth of my capital is the 
inevitable mutability of human affairs ” 

(To be concluded.) 


Foreign Exchange Made Plain 


eee: Why all this astounding ignorance 
one encounters about this business of 
the fall in sterling exchange? The prin- 
ciple of the thing is perfectly plain. Ster- 
ling exchange arises when a decreased ex- 
—— of Ukrainian bread-fruit, f. o. b. 

rzemsyl, is confronted be heavy gold ex- 
portations to South America to balance a 
glutted market in the desiccated-egg fac- 
tories of Paraguay. 

Or take the franc, not lightly as a Parisian 
cabby takes it from you, but seriously like 
a trained economist. The franc in normal 
health is worth 19.8 cents. This should not 
be confused with the .62 which represents 
the value of the kilometre in terms of miles. 
Suppose now you owe 5,000 francs in Paris 
in payment for jewelry and objects d’art 
produced at Bridgeport, Conn. In that case 
either you remit the required funds by 
cable, or by mail if you are in a hurry, or 
else write to explain that the income-tax 
has cleaned you out. 

Very well. But what happens if the gold 


reserve in the National Bank of Zambesi is 





threatened by an influx of Russian paper 
rubles, familiarly knowa as Trotzky’s Comic 
Supplements? Why, simply this: You 
multiply the index number for currency in- 
flation in Czecho-Slovakia by the birth-rate 
in Mesopotamia, you substract the pig-iron 
production in Denmark from the mean an- 
nual rainfall in the metropolitan area of 
Belfast, you add the difference between 
the indemnities Germany can’t pay and the 
indemnities she won’t pay, and you serve 
hot or cold, according as you work for a 
yellow journal or for a journal of conser- 
vative opinion. 

At bottom, the secret of sterling exchange 
cannot be solved without a through knowl- 
edge of decimal variations in the principal 
financial centres abroad. Thus Mexican 
exchange is in the ratio of 1.2436 pesos in 
the square mile, whereasin Lapland it is 
something like 24 Lapps to the mile. 

Or would you have me explain to you 
the real secret of open diplomacy? 

ApAM SMITH, 
in the N. Y. Evening Post. 












Current Bond Offerings 
Briefly Discussed and Analyzed 















be in the market with many flotations. These should 
include a number of very attractive purchases for 
all classes of investors, and the purpose of this de- 
partment will be to present the salient facts concern- 
ing them. The status of each bond as to taxation 
will be discussed as fully as possible, and issues 
available in less than $1,000 pieces will be so desig- 
nated. 


BRIEF discussion and analysis of the more 
A important new bond offerings will be a regular 

feature of Tae Macazine oF Wait Street 
hereafter. The number of new offerings has been 
cut down quite substantially during the war period, 
and there will be very few of them until the coming 
Liberty Loan is out of the way. With this event 
over, we are inclined to believe that borrowers will 
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Yield to 
Issue Maturity Offering Price Maturity 
Government and Municipal: 
U. S. Government 3348... 2... 2.2 ccc cccccccececsceecs May 20, 1923 100 3.73 %c, € 
U. S. Government 4348. .... 2.02. see ceeesceeeceseces Optional, 1922 100 4.75f, € 
War Finance Corporation 5% mnotes.......+++++++0+e Apr. 1, 1920 100 5.00c 
Wilmington, N. C., Ref. & Imp. 5s. ......-220e-ee0ees July, 1923-58 100.52-102.55 4.85a 
Twin Falls County (Idaho) Highway District 54..... Apr. 1930-’59 102.50-103.70 5.204 
Brownsville, Texas, 5s. ......-.scseeececceeeeseeees Nov. 1919-58 100 5.00a, d 
Oakland County, Mich., Road Imp 5s...........++++. May 1, 1920-°29 100.48-103.90 5.008 
m 100.39-103.10 5.1048 
Salt Lake City, Utah, Road 5s...........-eeeeeeeeeed Apr. 1, 1925-"39 101.55-103.86 4.70a 
Butler County, Mo., Inter-River Drainage District 6s..Apr. 1, 1923-’38 102.13-107.07 5.404, d, ¢ 
Railroad: 
Atchison, East Okla. Div. 48. .........22-ccececcccee Mar. 1, 1928 91.46 5.206 
Buffalo, Pitts. & Roch. coms. 4148. .......++eeeeeeeee May 1, 1957 87.75 5.206 
Chicago, St. Paul, Minn. & Omaha deb. 5s............ Mar. 1, 1930 92.39 5.95 
Public Utility: 
Oklahoma Gas & Electric 7% notes. ..........+-eee00/ Apr. 1, 1920 99.50 7.50b, ¢ 
Standard Gas & Electric 6s. ..........0esseseecsccees Dec. 1, 1926 96 6.60 
Trumbull Public Service 7% notes..........es.ee005 Nov. 1, 1920 98% 7.549 
Industrial: 
Ludlum Steel 7% motes. .........sceceeseceeses «+++eApr. 1, 1920-°24 96%-100% 6.50@7.50 


(a) Exempt from Federal Income tax, including surtax. 
(c) Exempt from Federal State and Municipal taxation as to interest and principal, 
(d) Available in $500 denominations. 
Exempt from State and local and from Federal normal income tax. 


amount of 2%. 
excepting estate and inheritance taxes. 
and $100 denominations. (f) 


(b) Company pays normal income tax to the 


(e) Available in $500 


(g) Without deduction for Federal income tax up to 4% so far as is legally permitted. 





U. S. GOVERNMENT BONDS, VICTORY LOAN. 
$4,500,000,000 t obe floated in all. Oversubscription 
to be rejected. Two series, 344s and 4%s. First 
exempt from all taxes except estate and inheritance 
taxes. Second exempt from State, local and from 
Federal normal income tax. Both series inter-con- 
vertible. Maturity May 20, 1923, but redeemable in 
1922. 

WAR FINANCE CORPORATION 5s. Amount 
$200,000,000. Issued against $1,000,000,000 credit 
given Corporation in Victory Loan Bill to help Ameri- 
can exporters. A very desirable issue, especially for 
institutional investors. Exempt from State, local and 
Federal taxation excepting estate and inheritance taxes 
up to the amount of income received from $5,000 prin- 
cipal value. Above that amount exempt from all tax- 
ation excepting estate and inheritance taxes, surtax 
and excess-profit tax. 

AMERICAN MUNICIPALS. Range from high- 
grade to medium grade. Yields very attractive for this 
general class of obligations. In view of exemption 
from Federal income tax particularly desirable for 
large investors. BUTLER COUNTY bonds available 
in denominations of $500 in 1929, 1932, 1934, 1936 and 
1938 maturities. Bonds in $100 denominations avail- 
able in 1937 maturity. OAKLAND COUNTY 5s, 
part of obligation ot entire county yield 5.00%; part of 
obligation of township only 5.10%. 

RAILROAD BONDS. Old issues, but all high- 
grade. Small blocks offered at attractive yields. Bar- 
gains, especially Omaha deb. Ss. All of these should 


see better prices in a more normal market for cor- 
poration bonds. ‘ 
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OKLAHOMA GAS & ELECTRIC 7% notes. An 
attractive short-term issue. Amount offered $2,500,000. 
To retire present issue of like amount of 6% notes due 
June 15, 1919. Interest charges well protected, and 
mortgage carries effective restrictions as to increasing 
amount of this issue or other indebtedness. An under- 
lying issue of the Standard Gas & Electric system. 


STANDARD GAS & ELECTRIC 6s. A well se- 
cured bond which has good possibilities for an improved 
investment position and higher market values. Total 
interest charges earned about twice in 1917 and 1918. 
Secured or presently to be secured by deposit and 
pledge of bonds and stocks of underlying companies. 
Market value of collateral conservatively placed at 
$20,000,000. Convertible at the rate of $110 of 
bonds for $100 par value of preferred stock. 


TRUMBULL PUBLIC SERVICE 7% notes. An 
underlying issue of the Cities Service system. Interest 
charges strongly protected. A direct mortgage on all 
of the company’s assets subject to only $1,500,000 
bonds already outstanding. Convertible par for par 
into 7% cumulative preferred stock. 


LUDLUM STEEL 7% notes. Company manufac- 
tures tool steel exclusively in furnaces of its own spe- 
cial design. Plant at Watervliet, N. Y. Net earnings 
for last three after Federal income taxes average about 
five times interest charges on these notes, which are 
the only founded debt of company. Notes issued to 
provide additional working capital. Stated plants are 
mow operating at full capacity. Maturity for 1920 
yields 6.50% to 7.50% for 1929 maturity. 








Investment Inquiries 






(All inquiries should be accompanied by a self-addressed envelope to 
receive attention.) 


UNITED STATES STEEL 
Not Attractive at This Level 


United States Steel at these prices, we are 
inclined to believe, is a sale. There is much 
talk about the discontinuance of all extra 
dividends after the next dividend meeting 
and the present conditions in the steel in- 
dustry would lend strong support. As a 
straight 5% dividend payer at prices above 
90, we are not inclined to think very favor- 
ably of United States Steel as a holding for 
income return, and its speculative possibili- 
ties are limited until there is a decided im- 
provement in the steel situation. 


UNION BAG AND PAPER 5s 
A Good Investment 


We consider Union Bag and Paper Cor- 
poration 5s of 1930 to be safe, as the com- 
pany has no preferred stock and is in a very 
strong position, the dividend having been 
resumed in December, 1916, and the com- 
pany had paid substantial extras since that 
time. One possible objection is to the inac- 
tivity of these bonds and the likelihood that 
in an active bond market your investment 
might not appreciate so rapidly as other 
active issues. As a strict investment, how- 
ever, Union Bag bonds seem for the holder 
who only cares for a good income and rela- 
tive safety to be entirely safe and very at- 
tractive. 


INTERNATIONAL HARVESTER 
Has “Concealed Equities” 


International Harvester is a long pull 
business man’s investment of attraction, 
has good possibilities and it also carries 
substantial prospects that the dividend will 
sooner or later be increased. The company 
has large “concealed equities” which make 
the shares more valuable than would appear 
from market quotations. Although the mar- 
ket is in a top-heavy condition, we believe 
that Harvester is in a position to resist 
adverse influence. We would suggest a 
part of your purchase now and the re- 
mainder when conditions are less hysterical 
in the market. 


COLUMBIA GRAPHOPHONE 
Stock Still Has Possibilities 


Columbia Graphohone was discussed in 
the March 29th issue of the Magazine, and 
we suggest that you study the article before 
purchasing. The author came to the con- 
clusion that the stock at present prices has 
not discounted the new dividend situation, 
which is explained very carefully, and we 
believe that you will agree after you have 
read the story that the stock is attractive 
at present prices, 
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AMERICAN TEL. & TEL. COMMON 


A Switch into 6% Convertible Bonds 
Suggested 


American Telegraph & Telephone Co. has 
always been regarded as a good investment. 
The company has a long and honorable 
record. Its dividend of 8% is apparently a 
fixture, and the stock has never sold below 
90, excepting in the panic of 1907. Its usual 
range is between par and 125. It now sells 
around 1 

However, we prefer American Tel. & Tel. 
convertible 6% bonds, which at 103 yields 
5.45%. The special feature of this. bond is 
that it is convertible after August, 1920, into 
stock at 106. By holding the bonds you 
really have a call on the stock from August, 
1920, at a very low price, meantime enjoying 
the safety of the bond. The yield is low in 
holding the bond, but you have strong com- 
pensation in safety and convertibility. 


SOUTHERN PACIFIC CONV. 5s 
An Investment with Possibilities 

Southern Pacific Conv. 5s are convertible 
into common stock until June, 1924, at par 
and are “callable” at 105 after June 1, 1919. 
There is no occasion to convert the bonds 
at the present time, as in the event of extra 
dividends, which are not yet in sight, you 
would have time to convert to participate 
in such extras. 

The advantage of holding the bonds is 
that you have much better security for the 
investment, and in the event of a serious de- 
cline in the market we doubt whether these 
bonds would decline to as great an extent as 
the common stock. We doubht whether the 
large holders of the bonds are converting 
them into stock, and we suggest that you 
hold your bond meanwhile. 


WESTINGHOUSE ELECTRIC 
Dividend Secure 


Westinghouse Electric is well regarded 
as a long-pull proposition. We believe the 
dividend on the stock secure and that under 
more normal conditions the shares should 
see better prices. The company is con- 
servatively and efficiently operated and has 
good prospects for its peace business. 

There are a number of reports that the 
company is liquidating its European invest- 
ments on very favorable terms, and if this 
is so. the position should be benefitted. 


NEW HAVEN DEBENTURES 
Should Not Be Sold at a Loss 


New Haven Debentures are a speculation, 
but as these come ahead of the common 
stock, in spite of the difficulties of this road, 
we believe you would be entirely justified 
in holding rather than selling now. The 














INVESTMENT 


company has not been able to show any- 
thing for its common stock, but for the past 
three years interest charges and taxes have 
been covered by a small margin, and in 1917 
totaled about $31,000,000 for income, while 
charges, etc., totaled $28,700,000 approxi- 
mately. This left nearly $2,500,000 for divi- 
dends on the common stock. While the out- 
look is not very rosy, still from the above 
figures one is justified in assuming that the 
debentures are not to be sacrificed at a loss. 
If you can get out with a nominal loss we 
believe you can make up the difference by 
purchasing other good bonds and preferred 
stocks mentioned in our April 12th issue. 


We would switch the common stock into 
International Nickel or Willys-Overland, 
which have better prospects. 


AMERICAN BOSCH MAGNETO 
Investment for a Business Man 


American Bosch Magneto Company is 
a conservative, old-established concern, its 
products are standard throughout the world 
and the company has a demonstrated earn- 
ing power. We regard the shares as a semi- 
investment suitable for the funds of a busi- 
ness man. We believe the dividend to be 
safe and that during the next four or five 
years the company should not only be able 
to earn its dividend by a wide margin, but 
also be able to increase same as time goes 
on, 


We have no recent statement of earnings 
since the company was taken over by the 
Alien Property Custodian. Any develop- 
ments i nconnection with this company will 
appear in the “Financial News and Com- 
ments” section of the Magazine. We sug- 
gest that you watch these developments 
carefully. 


LACKAWANNA STEEL 
Investment Future Not Certain 


Lackawanna Steel has now declined from 
around 100, where it sold in 1916, and as a 
6% stock it is not too high around 70. The 
only distinguishing feature is the steel situa- 
tion and the fact that this company has been 
war prosperous. 


During the war period it was able to show 
very large earnings and pay handsome divi- 
dends. It was unable to make much of a 
showing between 1912 and 1915, either in 
the way of prices or dividend payments. 
Lackawanna Steel should sell higher under 
favorable conditions, and if the stock should 
advance between 10 and 15 points, we be- 
lieve it would be a sale rather than a pur- 
chase, as its investment future is not too 
sure. If you have a profit we would sug- 


gest that you sell half your holdings, re- 
taining the balance as a permanent semi- 
investment. 
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I. R. T. 7% NOTES 
Ought to Be Held Now 
Int. Rapid Transit 7% Notes were dis- 


cussed in connection with the “New York 
Traction Situation” in the last issue of the 
Magazine. 

We agree with the author that the trac- 
tion situation is likely to improve, and this 
is hardly the time to sacrifice bonds of this 
character, but to hold, awaiting the outcome 
of further developments. We do not be- 
lieve that the bonds will decline very much 
further, and the prospects favor better 
prices, as the majority of timid holders have 
probably sold by now and a smaller quan- 
tity of these notes will be coming upon the 
market in the next few months. 


MAXWELL Ist PFD. 
Dividend Should Be Restored 

Although Maxwell Ist Pfd. is not a bar- 
gain and a non-dividend paying stock, the 
prospects favor that the 7% dividend will 
be restored sooner or later, and regardless 
of market action the stock should again 
sell substantially above present levels. You 
have apparently held your stock through 
a long decline, and it is not good policy to 
liquidate just as soon as the company is 
commencing to “see daylight.” The stock 
may decline again after the present rally in 
the market is over, but eventually it should 
establish itself as a sound investment. 


BOOTH FISHERIES 
A Long-Pull Investment 


Booth Fisheries earned $1.89 a share in 
1918, compared with $6.58 a share in 1917 
and $15.84 in 1916. Net profits in 1918 were 
$2,217,677, which compares with $3,388,829 
in 1917. But the 1918 showing was almost 
double that for 1915, and the difference be- 
tween 1918 and 1917 was largely accounted 
for by heavy depreciation and _ interest 
charges, taxes, etc. The average showing 
for this company has been about 834% for 
two years, compared with a dividend aver- 
age of about 3%. 

The stock is an attractive long-pull in- 
vestment, and the present dividend looks 
fairly well secured for a long time to come. 


PRESSED STEEL CAR 
Earnings Position Not Established 

Pressed Steel Car is now an &% stock, 
and it is certainly cheaper than American 
Car Founderies at these levels, and if we 
were in a position to favor companies that 
have been war prosperous like Pressed 
Steel Car and American Car & Foundry, 
our preference would be for Pressed Steel 
Car. Taking the figures: for the past five 
years, net profits between 1914 and 1918 
have increased by leaps and bounds, from 
about $1,000,000 in 1914 to $1,500,000 in 1915, 
$3,500,000 in 1916, $3,000,000 in 1917 and $4,- 
800,000 in 1918. These figure are approxi- 
mate. 

The 8% dividend requires about $1,000,- 
000 and is therefore being earned about four 
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times. It must not be overlooked, however, 
that the company had a very irregular divi- 
dend record before 1916 and that such 
dividends are really being paid out of its 
war earnings. The stock is in a good posi- 
tion to advance somewhat in a buoyant 
market for equipments, but is not consid- 
ered a conservative investment. 

The low price at which the stock sells 
indicates its speculative character, and while 
we believe it has good possibilities for a 
10 or 15 point advance in a bull market, we 
could not suggest a purchase without re- 
serve unless the purchaser is prepared to 
assume a fairly substantial speculative risk. 


NEW CORNELIA COPPER 
A Low Ccst Producer 


New Cornelia is a subsidiary of the Calu- 
met & Arizona Copper Co. The company 
owns fifty-five claims at Ajo, Arizona, which 
constitute its ore body. It also owns other 
claims for its machinery, etc. The prop- 
erty is being developed by the C. & A. and 
its ore reserves are over 50,000,000 tons of 
carbonate ore carrying 1.58% copper. The 
property is well equipped and the manage- 
ment high grade. Its capitalization is $8,- 
000,000. Par $5.00. C. & A. owns the ma- 
jority of the shares. 

__The company is a low cost producer. The 
life of the property is estimated at fifty 
years. Undoubtedly it is very substantial. 

These shares have never done much mar- 
ket-wise, due to close control, but in any 
copper boom we expect to see New Cornelia 
sell much higher. 


INTERBOROUGH-MET. COL. 414% 
BONDS 


Holders Should Await Further Develop- 
ments 


We would not be inclined to hurry about 
depositing the Interborough-Metropolitan 
Collateral 4%.% bonds with the Protective 
Committee, as it proves good policy gen- 
erally to wait a little before doing so, as the 
depositors may get better terms. We can- 
not see any reason for your banker charg- 
ing you with 97 days’ interest on the bonds, 
namely, from January 1 to April 7. Interest 
on the bonds is payable on October 1 and 
April 1, and if you were to be charged any 
interest you should have been charged with 
the amount accrued on the coupon due 
April 1, and also for the seven days from 
April 1 to April 7. We see no reason, how- 
ever, why he should have charged you any 
interest at all, as the bonds are in default 
and should therefore be quoted flat. 

There are protective committees for all 
of the New York Railways bonds, and we 
believe you would do well to deposit your 
bonds later with the respective committees. 
We do not know specifically in what issues 
you have invested your $15,000, but as you 
state that they are nearly all rails and utili- 
ties, we would be inclined to reserve any 
definite advices until we are in receipt of a 
detailed list of your holdings. 





INTERNATIONAL NICKEL 
A Good Long Pull Proposition 
We think well of International Nickel as 


a long-pull proposition. The company has 
a virtual monopoly on the production of 
nickel in the United States, and is one of 
the largest owners in Sudbury (Ontario) 
Matte Fields, which is the chief source for 
the raw material of nickel in the world. 
The company has been facing a curtailment 
in the extent of its business with the cessa- 
tion of hostilities, but when the demand 
again becomes large from the automobile 
and steel industries its business should take 
a decided turn for the better. We do not 
look for a reduction in the dividend, and 
we are inclined to believe rather that in 
time the disbursement on the stock should 
be increased. 


AMERICAN COTTON OIL 
A Peace Stock of Promise 


American Cotton Oil dividend of 4% ap- 
pears to us to be entirely safe, and there are 
rumors that this dividend may be increased 
to 6% in the not distant future. The stock 
is exceptionally strong at this writing, and 
looks as if it is seeking a higher level. It 
is a “peace stock” of some promise. 


AMERICAN STEEL FOUNDRIES 
Company War Prosperous 


American Steel Foundries is in the “war” 
class, but the big thing in favor of this com- 
pany is the fact that it has one class of 
stock and only a very small issue of bonds. 
War prosperity nas been discounted in its 
great advance in price from pre-war levels, 
and the increased equities earned during 
war times are partly included in the current 
price.’ While the dividend of 8% may be 
maintained for some time, the selling price 
of the stock warns that this dividend may 
not be permanent. 

The shares still have speculative possibili- 
ties at these levels, but we cannot confi- 
dently suggest a purchase out of regard for 
the irregularity of the market and the pros- 
pect that the present advance may not be 
maintained. 


PITTSBURGH COAL 
Stock Not Seasoned 


Pittsburgh Coal. is not a seasoned divi- 
dend paying stock and the company had a 
very poor record. of earnings for the com- 
mon stocks during the pre-war period. No 
dividend was ever paid cn the common until 
March, 1918, and the prosperity of the com- 
pany was due to the war. Although the 
company is now earning about $12 a year, 
practically nothing for the common stock 
in 1917 and only $4 a share in the fiscal 
year of 1916, we would not regaid the divi- 
dend of $5 as secure, and in our opinion the 
shares are not in the investment class as 
yet. 


















THE FERTILIZERS AND PEACE 


By JOHN MORROW 


End of War a Boon to Agricultural Companies— 

American Agricultural Chemical, Virginia-Carolina 

and International Agricultural Representative Is- 

sues—Their Comparative Worth and. Prospects— 
Position of Securities 


companies which are in position to 

benefit by the readjustment and re- 
construction of the world’s industry and 
production, merited attention has been 
centered upon the fertilizer concerns. 
The world food conditions, and the ap- 
preciation of the big part that food- 
stuffs production will play in the next 
few years has influenced well directed 
buying of the shares of such companies 
as American Agricultural Chemical, 
Virginia-Carolina Chemical and Inter- 
national Agricultural Chemical. 

Securities of these three corporations 
are active upon the New York Stock 
Exchange, and in the main they repre- 
sent to investors and traders the Amer- 
ican fertilizer industry, whose import- 
ance has been sharply emphasized by the 
world war, and resulting conditions. 

These companies do not represent 
new concentration of capital, but in their 
present position they do represent an 
accumulation of profits derived from 
big business of the past few years, and 
also stand for opportunities to be real- 
ized in the necessary endeavor that Eu- 
rope must make to restore the food pro- 
duction of pre-war days. 

In the early part of 1917, a German 
scientist made the boast that Germany 
could regulate the food supply of the 
world through her potash resources. 
Now the talk is not so much of Ger- 
many’s potash resources, as of Europe’s 
need for phosphate rock to replenish an 
exhausted stock. This is a necessary 
component of soil nourishment, and the 
American companies are strong in their 
possession of a plentiful supply. 

Usually, farmers in this country have 
not bought fertilizers unless high prices 
for food products prevailed, and they 
were in a comfortable cash position. 


I: the search for stock representing 


The farmer to-day is assured of high 
prices for his crops, and his financial 
condition is strongly intrenched. 


American Agricultural Chemical 


The three chief fertilizer companies 
are not equally strong, but they have 
shared, and are sharing, proportionately 
in big earnings. The American Agricul- 
tural Chemical Co. is perhaps the best 
known, and its earnings record, even in 
pre-war days, has deserved respect. In- 
corporated in 1893, the company now 
owns and operates 55 plants scattered 
throughout the United States, and in 
addition owns 118,000 acres of phos- 
phate lands in Florida, which contain 
85,000,000 tons of phosphate rock. It 


TABLE I.—PRICE RANGE AMERICAN 
AGRICULTURAL CHEMICAL SHARES 


Preferred Common 
High Low High Low 
1913 ' 99 90 57 41% 
1914. 97% (90% 59%, 47% 
SS 90 74% 4 
1916... aa 03% 96 102 63 
1917__. 103% 91 95% 72 
1918 —— 894 106 78 
1919*_ 108 98 110% 99% 





*To April 12. 


has been estimated that this supply will 
be sufficient for perhaps 300 years. 
The fiscal year of the company ends 
June 30, and up until, and for some 
years previous to the fiscal period ended 
June 30, 1915, annual earnings on the 
common stock had been running from 
5 to 10%. Dividends at the rate of 4% 
a year were started in 1912. Beginning 
with the 1915 fiscal year business started 
vigorously ahead, until the record was 
reached last year when $35 a share was 
earned on the common. During this 
period of fast growing business, the 
company did no financing, and as of 


June 30, 1918, notes payable totaled 
(37) 
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$17,000,000, representing an increase of 
$13,500,000 over the previous year. 
Gross sales had in the meanwhile in- 
creased something like 60%, and it was 
obvious that a corrective was necessary 
to increase permanent capital. 

As a result $9,500,000 additional com- 
mon stock was offered common and pre- 
ferred stockholders for subscription at 
par at the end of 1918, and this offer- 
ing was well taken. It is noteworthy 
that the company was able to finance its 
need, through stock, and so demon- 
strate the inherent strength of the 
organization. 

Dividends at the rate of $8 a share 
a year were inaugurated in September, 
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1918, and this decision of directors un- 
doubtedly made it easier to offer the 
subscription successfully. As to the 
margin of safety for this dividend, it 
may be added that in the ten years end- 
ing June 30, 1918, annual average earn- 
ings on the common stock were $13.60 
a share. For the four years ended June 
30, 1918, total earnings per share upon 
the common were $87.60, and of this 
only $18.50 were paid in dividends, 
leaving over $69 a share as additional 
equity. 

Another feature of operations during 
the past few years was the action of 
the company in writing off from earn- 
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ings for the 1916 fiscal year the sum 
of $4,193,112, which had represented 
the good will, patents and brands ac- 


count upon the balance sheet. This ac- 
count now stands at $1. 
Interests identified with American 


Agricultural say that the company has 
had to make slight readjustment to get 
on a peace basis. It is claimed that 
100% of possible production will be in 
demand for 1919 and there is also the 
possibility of the resumption of the ex- 
port of phosphate rock at an early date. 
Business of the fertilizer companies has 
been largely seasonal; that is, the bulk 
of revenues comes in in the first six 
months of the calendar year, but in the 
six months ended December 31, 1918, 
American Agricultural earned a_ re- 
spectable balance for net, and the at- 
tempts of the company to spread busi- 
ness over the year instead of having it 
concentrated in a few months has ap- 
parently met with satisfactory results. 


As a result of the new stock offering 
of last November, the company has now 
outstanding about $28,000,000 common 
stock, which is preceded by $29,276,000 
6% cumulative preferred stock, and a 
total funded debt of $15,945,000. As 
both the bond issues are convertible the 
tendency may be to decrease funded 
debt, and to increase share capitaliza- 
tion. The ten-year 5s due 1924 are con- 
vertible into common stock at any time, 
par for par, and their market price 
closely follows the quotations for the 
stock. These 5s now selling around 108 
may be too high from an investment 
standpoint, but each bond really repre- 
sents a call on ten shares of common, 
good until 1924. 


The first mortgage convertible 5s due 
1928 are convertible into the preferred 
stock, par for par. Both issues are 
safe as to principal and interest, and 
their convertible features give an added 
attraction, especially when the excellent 
position of the company is considered. 


The 6% dividend upon the preferred 
has been paid since 1899, and the stock 
may properly be classed as one of the 
high grade industrial issues. To April 
11 the common had gained about 10 
points from the low of this year, but 
in the neighborhood of 108 does not 

















seem to have fully discounted all of its 
possibilities. It may be that not all of 
the additional stock has been definitely 
absorbed, and also as the 5% bonds are 
converted the floating supply is in- 
creased, but these factors do not seem 
important enough to injure the position 
of the stock. 
Virginia-Carolina Chemical 

While Virginia-Carolina Chemical Co. 
has not had the earnings record that 
American Agricultural has had, and has 
not been able to do as well for share- 
holders as that company, its large earn- 
ings of the past three or four years has 
brought substantial attention to the 
status of the corporation. The main 
plants of the company are located in the 
South, and cotton planters are num- 
bered among its largest customers. Nat- 
urally the high prices for the staple 
of the South, and the resulting prosper- 
ity of the planters has induced freer 
buying of fertilizer than usual. Al- 
though prices per ton have risen, the 
comfortable financial position of the 
farmer has enabled him to purchase fer- 
tilizer and to pay for it on shorter time 
than previous to the war. 

Tt has been estimated that Virginia- 
Carolina does something like 20% of 
the fertilizer business in this country, 
and the majority of orders are received 
from the cotton growing regions. The 
company has a “side line” that in the 
last few years has developed into a sub- 
stantial addition to revenues. This “side 
line” is the ownership of the Southern 
Cotton Oil Co., which refines and manu- 
factures cotton seed oil, and also con- 
trols the Wesson Co. The increased 
demand for edible oils has brought its 
reflection to the business of the Cotton 
Oil Co., and enlarged revenues of the 
proprietary concern. Practically all of 
this development in earnings during the 
past few years has been the result of 
domestic business. 

With the signing of peace, exports 
should be resumed and a source of rev- 
enue will be added which has been most- 
ly blank since 1914. Like its competi- 


tors, Virginia-Carolina owns extensive 
deposits of phosphate rock. Over 68,000 
acres of phosphate lands in Florida, 
South Carolina 


and Tennessee are 
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owned by a subsidiary of Virginia- 
Carolina, and the supply of this import- 
ant soil nourisher is assured. 
Virginia - Carolina has experienced 
rather an irregular earnings record, par- 
ticularly as applied to the common stock. 
The company was able to pay dividends 
on the junior shares from 1893 through 
1903 at annual rates varying from 1% 
to 434%. * From 1904 to 1908 inclusive 
nothing was paid, and then from that 
period through 1913 earnings were large 
enough to warrant various disburse- 
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ments which never exceeded 5% in any 
one year. In 1914-15 and 1916 com- 
mon shareholders received nothing, but 
in 1917 the rate was 3%, and was raised 
to 4%, the current rate in 1918. In 
addition 2% extra dividends were paid 
in 1918 in Liberty Bonds. 

It is to be noted that almost two years 
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and a half of good business had been 
enjoyed before payments were resumed 
in 1917, and then the rate was most 
conservative. In the three fiscal years 
ended May 31, 1918, the company 
earned a total of $45.55 a share on the 
common stock, and disbursed only $4.50 
a share in dividends. 

Such conservatism may have been 
made necessary by the great growth in 
the volume of business. Gross sales in- 
creased quite 100% in the period from 
1914 to 1918, and the company did not 
have to resort to any permanent financ- 
ing to handle the increased volume. 
Early in 1914 $5,000,000 ten-year 6% 
bonds were sold, but the necessity for 
that issue was not predicated upon the 
large business that the war brought. 


Virginia-Carolina has an interest in 
potash properties in Germany, the exact 
status of which is unascertainable at 
the present time, and any possible losses 
on that investment may not be esti- 
mated. 

The domestic business is not done on 
a large margin of profit, as the follow- 
ing will indicate. In the year 1913-1914 
the percentage of net profits to total 
turnover was 4.19%; whereas in the 
1917-1918 year it had increased to 
6.85%, not an extremely large margin 
for those piping months of profit gar- 
nering. 

The total capitalization of the cor- 
poration is about $65,000,000. Ahead 
of the stock issues are two issues of 
bonds totaling $16,900,000. There are 
outstanding approximately $4,609,383 
sinking fund convertible 6s due 1924, 
and $12,300,000 first mortgage 5s due 
1923. Both of these issues appear well 
secured, as the margin over interest 
charges, even in the leanest years, was 
sufficiently large to make the position 
of the bonds comfortable. The sinking 
fund 6s are convertible into preferred 
stock at 110 up to October 15, 1922. 


Dividends of 8% upon the preferred 
stock, which are cumulative, have been 
paid since 1896, but in 1915 4% was 
paid in scrip which was redeemed a 
year later. This issue, selling at pres- 
ent to yield about 7%, is among the at- 
tractive industrial preferred stocks, and 
may be recommended. 


THE MAGAZINE OF WALL STREET 











In the neighborhood of 60, the com- 
mon does not appear especially cheap 
for a $4 stock, but the speculative pos- 
sibilities and the confidence with which 
fertilizer stocks are regarded suggest 
that there are still opportunities which 
have not been discounted. 


International Agricultural 
Corporation 


From the standpoint of earnings, In- 
ternational Agricultural, the youngest 
of the three fertilizer companies, is not 
in the class with the two older con- 
cerns. Incorporated in 1910, there have 
been two fiscal years, in which deficits 
after charges were reported. These oc- 
curred in the years ended June 30, 1913 
and 1915. It was not until the last 
fiscal year, the period ended June 30, 
1918, that earnings upon the common 
shares were really substantial. 


The record of the company has been 
so irregular that its stocks have not gone 





TABLE II.—PRICE RANGE VIRGINIA- 
CAROLINA SHARES 


Preferred Common 
High Low High Low 
1913 114 93 43% 22 
1914... 107% «O86 34% 17 
EE eS. 52 15 
1916... 4EQ «108 51 36 
1917 112% 97 46 26 
1918... 13SQ COB 60% 33% 
1919*_.......... 114% S110 621% 1 








*To April 12. 


beyond the speculative stage, although 
the preferred is beginning to be looked 
upon with more favor than at any time 
since 1913. The price range table will 
show the severe fluctuations to which 
the preferred and common stocks have 
been subjected. 

The majority of the company’s plants 
are situated in the South, and in Florida 
it has possession of some 3,300 acres of 
land which are said to contain 7,500,000 
tons of phosphate rock. In addition, 
International owns about 39,000 acres 
in the same State, part of which have 
been prospected, and on that showing 
deposits of 34,000,000 tons of phosphate 
rock are indicated. 


International is known for its large in- 
Prior 


terests in German potash lands. 
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to the enactment of the German Potash 
Law all of the stock of the Sollstedt 
Mines was owned, but as a result of 
that law the company sold half of its 
stock in the German company and gave 
an option on the other half. The war 
came before the negotiations were con- 
cluded, and the whole matter, as far 
as is known, is still in suspense. 

As is well known, sulphuric acid was 
in great demand for war purposes, and 
through the contract with the Tennessee 
Copper Co., International came into a 
most satisfactory position. The Gov- 
ernment finally fixed a price of $16 a 
ton for sulphuric acid, but the price now 
is around $9.50 a ton. The falling off 
in the demand for the acid following the 
armistice has undoubtedly influenced 





TABLE III—PRICE RANGE INTER- 
NATIONAL AGRICULTURAL SHARES 


Preferred Common 
High Low High Low 
1914 = 36 13 10% 4 
EE 8 2934 5% 
i csssssniinns a 37 297%, 11 
1917... 60% «26% 1% 7% 
RS 38 19 10 
1919* 77 48 21% 10% 





*To April 12. 





earnings, and it remains to be seen 
whether the sales of fertilizer will en- 
able the company to make a good show- 
ing for stock. In the year ended June 
30, 1918, $12.28 a share was returned 
upon the junior issue. The company 
took account of possible losses in the 
German potash investment by writing 
off an unstated sum against this item. 

The improvement in earnings was 
needed to bolster the company’s finan- 
cial position. At the end of the 1915 
fiscal year, a profit and loss deficit 
amounting to $975,000 was reported. 
This had been changed to a profit and 
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loss surplus of $1,805,000 at the end of 
the 1918 fiscal year. In addition work- 
ing capital was in better shape. The 
company has done no recent financing, 
and is now said to be doing a most satis- 
factory fertilizer sales business in the 
domestic markets. The company re- 
cently organized the Phosphate Export 
Corporation, under the Webb Law, 
through which foreign business will be 
handled. 

International has one bond issue out- 
standing consisting of $10,275,000 first 
mortgage 5s due 1932. Interest upon 
these securities has always been cov- 
ered, although for a few years the mar- 
gin was slight. They now appear to be 
in a much improved position, although 
they may perhaps not yet be classed as 
absolutely high grade. 

Although the $13,055,000 preferred 
is a 7% cumulative issue, there is some- 
thing like 38% due upon the issue in 
accumulated dividends. In 1913 pay- 
ments were suspended, and not resumed 
until July, 1918, when disbursement of 
1%% was ordered, or at the rate of 
5% annually, which is still being paid. 
A committee has been appointed to de- 


‘ vise some method for liquidating the 


back payments upon the issue, but noth- 
ing is expected for some time to come. 
In the mean time the stock appears to 
be a good semi-speculative issue, and 
really cheaper than the common, despite 
the wide difference in price. 

No dividends upon the common have 
ever been paid, and the stock at present 
quotations represents a substantial ad- 
vance from the low of earlier this year. 
Its speculative possibilities would seem 
to be based upon the continuance of 
good earnings, despite lower returns 
from the sulphuric acid sales. and upon 
the satisfactory settlement of the claims 
of preferred stockholders for their de- 
ferred dividends. 


MEXICAN OIL SHIPMENTS 


XPORTS of oil from Mexico for March were as follows: 


Island, 699,000 


barrels Mexican Petroleum, 637,000; Standard Oil, 620,000; Cortez (Port 


Lobos), 497,000; Mexican Eagle, 330,000 exported and 500,000 coastwise. 





TWO PROSPEROUS RAILROADS 


By GEORGE S. HAMMOND 
Comparison of a Typical ‘‘Granger’’ and ‘‘Soft Coaler’’—Chicago 
& Northwestern the ‘‘Pennsylvania of the West’’—New York 
& Western’s Big Coal Business—Position of Securities 


N the rough classification of Amer- 

I ican railroads according to the 

dominant character of their traffic, 

we find among others the appellations 
“granger” and “soft coaler.” 

Decidedly typical of the best of these 
two are the subjects of the present study 
—the Chicago & Northwestern and the 
Norfolk & Western. The former is 
frequently referred to as the “Pennsyl- 
vania of the West” because of the su- 
perior character of its facilities and 
service. The Norfolk & Western is no 
less deserving of this comparison, and in 
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fact its policies and methods are closely 
allied to those of the Pennsylvania Rail- 
road, which is the largest stockholder. 
though not in direct control. 


Northwestern’s Lines and Traffic 


The Chicago & Northwestern is one 
of the very few railroad properties in 
this country which has existed for over 
half a century without change of name. 

As a pioneer road, it has been able to 
attain a pre-eminent position in its terri- 
tory. The density of traffic is not par- 
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ticularly large, however, gross revenues 
being $10,000 to $13,000 per mile prior 
to 1918. This is due to the large amount 
of branch lines which, as feeders, are a 
source of strength to the company. 

The main lines do an excellent busi- 
ness, particularly those to the Twin Cities 
and to Omaha. The former is almost all 
double track, the latter entirely so. 
Around Chicago there is nearly 100 miles 
of four track road. In direct tonnage 
carried, agricultural commodities do not 
loom as large as one might suppose, ex- 


cept on the Chicago, St. Paul, Minneapo- - 


lis & Omaha. The company’s access to 
the Illinois coal fields gives it a very large 
tonnage in fuel. 


Capitalization and Earnings 
The capitalization of the Chicago & 
Northwestern appears to be most con- 
servative. The recent sale of $10,500,000 
General Mortgage 5% Bonds has brought 
the capital liabilities to about the follow- 
ing figures: 


ere $209,000,000 
Preferred Stock............. 22,395,120 
a 145,223,719 

RRR tee eres $376,618,839 


The asset value of the stocks has been 
steadily increased by the accumulation of 
a surplus which amounted to about 
$58,000,000 by the end of 1917. This 
surplus account has been expanding re- 
cently at the rate of about $4,000,000 per 
annum. 

There is nothing of the spectacular 
about the Northwestern. Revenues grow 
with fair regularity, but not especially 
rapidly. For instance, we find that while 
the company’s gross revenues grew from 
$74,175,685 in 1910 to $108,264,983 in 
1917, or 46%, the Atchison increased its 
gross from $104,993,195 to $165,529,519 
or 58%; the Southern Pacific from 
$124,523,905 to $206,769,924 or 66%. 
The Northwestern is located in territory 
which is quite well developed. Though 
its possibilities are a long way from ex- 
hausted, it is questionable if it presents 
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the opportunity for as rapid a growth of 
trafhe as do the Southwestern states. 

The recent earning power of the com- 
pany approximates, in respect to net, the 
1917 figures quite closely. They are 
shown in Table I, together with the esti- 
mated income under government control 
in 1918. 

It is interesting to note that the actu- 
ally earned net operating income in 1918 
was equal to just about half the govern- 
ment rental. This is not unsatisfactory 
in view of the operating conditions pre- 
vailing, but the fact remains that North- 
western’s operating ratio has always been 
a little high. Maintenance charges have 
varied little one way or the other from 
28% for a number of years. The trans- 
portation costs have run above 35%, 
however, and have served to bring up the 
entire operating ratio to a rather high 
figure. This trouble has undoubtedly 
been due to a relatively low rate and a 
short average haul. 


High Operating Costs 


The figures given in Table II bring 
out the superiority of Northern Pacific 





TABLE I—CHICAGO & NORTHWEST- 
ERN INCOME ACCOUNTS 











1918 1917 
Gross Revenues.. $127,295,678 $108,264,983 
Operat’g Income. *23,364,028 23,815,406 
Other Income.... 2,200,000 3,496,045 
Total Income.. $25,564,028 $27,311,451 
Fixed Charges... 10,413,000 10,357,302 
Bal’ce for Stock $15,151,028 $16,954,149 
Dividends ....... 11,688,966 11,688,966 
Surplus ....... $3,462,062 $5,265,183 
Earned on Pref’d 68. 75.7% 
Earned on Com’n 9.4 10.5 
Paid on Preferred 8.0 8.0 
Paid on Common 7.0 7.0 





* Government rental. 





as compared with Chicago & North- 
western. Probably the Northwestern’s 
operating conditions and rates make it 
impossible to approximate the statistics 
of the Hill road. It is a graphic illustra- 
tion of what operating costs mean to 
stockholders, however, when we find that 
the Northern Pacific’s operating ratio, as 
applied to Northwestern’s 1917 revenues, 
would add nearly 6% available for the 
common stock. 
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The capital expenditures authorized by 
the government for 1918 were compara- 
tively small — $11,211,352— of which 
practically all was provided for by the 
recent sale of General Mortgage 5s. The 
Northwestern is, to an unusual degree, a 
finished property, as shown by this very 
moderate amount of capital expenditure 
regarded as an immediate necessity. 


Investment Value of Securities 


Northwestern’s bonds are all on a very 
high investment plane. The preferred 





TABLE II—OPERATING STATISTICS, 
1917 


Chicago & North’n 
Northwest’n Pacific 
Transportation ratio....... 39.74% 30.69% 
Cperating SOO... ..ccccce 72.75% 60.40% 
Average freight haul, miles. 152.9 385.81 
Aver. rev’ue train load, tons 449.3 662.42 





stock is quoted at about 130, netting 
slightly over 6%. In respect to 7% otf 
the 8% being paid, the payments are 
wonderfully well protected, as the sums 
available range from 50% to 90% of 
the entire issue. The additional 1% is 
payable only after the common has had 
7%. The preferred may receive 10% 
before the common is entitled fo more 
than 7%, and it would be an easy matter 
to declare the remaining 2% on the pre- 
ferred were the management to see fit. 
During government control, of course, 
no dividend increases may be made with- 
out government authorization, but this 
railroad financial nightmare must come 
to an end some day, we trust. During 
the last ten years the sums available for 
the common have fallen below 8% on 
but three occasions, and never below 7%. 
The maximum was 14.1% in 1916. At 
96 the junior issue nets 7.3%. 

The 7% rate now in effect is in its 
eighteenth consecutive year, and is quite 
well assured, though there seeems to be 
little likelihood of any increase in the 
rate in the near future. It is undoubt- 
edly worth more than its present price 
from the standpoint of asset value and 
as a pure investment it is an excellent 
purchase. Traffic will undoubtedly con- 
tinue heavy this year as a result of the 
prosperity ensuing from, and the move- 
ment of, a tremendous wheat crop sold 
at a fabulous price. Whether or not the 
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benefits will endure beyond the period of 
government control, with its fixed rental, 
is problematical. 


Norfolk & Western 


Norfolk & Western is one of the 
biggest carriers of bituminous coal in the 
United States. About 60% of its ton- 
nage is in that commodity and indirectly 
it is dependent to an even greater de- 
gree upon the coal industry. Its 2,087 
miles of road extend from the great coal 
fields located near the junction of the 
states of West Virginia, Virginia and 
Kentucky eastward via Roanoke, Lynch- 
burg and Petersburg to tidewater at 
Norfolk. To the northwest they run 
to Cincinnati and Columbus. The 
greater part of the main line is double 
tracked, laid with 85 Ib. and 100 Ib. rail 
over rock ballast. 

The supply of equipment is large 
enough to bring in substantial annual 
equipment hire credits, and the units are 
of the size required to handle heavy ton- 
nage traffic economically. Norfolk & 
Western is a superb property physically 
and has long been maintained at the top 
notch of efficiency. 

Traffic is very dense, amounting to 
over five times as much tonnage per mile 
as on the Chicago & Northwestern, 
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though passenger density is almost iden- 
tical on the two properties. It may seem 
strange in view of the great discrepancy 
in business to find Norfolk & Western’s 
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per mile revenues ($20,000 to $30,000) 
equal to only a trifle over twice those of 
the Western road. The explanation is 
found in the freight rates. In 1917 Nor- 
folk & Western received but .453 cents 
per ton mile against .78 cents on the 
Northwestern. 

Bituminous coal moves at very low 
rates, yet the operating ratios of the best 
coal roads are surprisingly small. The 
property investment is large and traffic 
is carried in very heavy train loads, much 
of it going over the long run to tidewater. 
The operating statistics in Table III, 
when compared with those in Table II, 
reveal some of the characteristics of the 
two types, granger and coaler. The dif- 
ference in train load is particularly strik- 
ing. Norfolk & Western increased its 
figure by 3434 between 1913 and 1917. 
In the same time the Northwestern train 
load gained 29%, making the relative 
progress of the two properties quite simi- 
lar. 





TABLE III—NORFOLK & WESTERN 
OPERATING STATISTICS, 1917 


Transportation ratio.............. 31.38% 
eS PET TTT TTT eee ee 62.45% 
Average freight haul, miles........ 258.46 
Average revenue train load, tons.. 1020.9 





Extremely Light Debt 

Norfolk & Western is almost in a 
class by itself in respect to the conserva- 
tion of its debt. Even with the recent 
issue of $17,419,600 Ten Year Convert- 
ible 6s, the debt is less than it was in 
1914, when the property investment was 
$50,000,000 smaller than that of to-day. 
The approximate capitalization follows: 


Ce cc cvnceeeeees $107,000,000 
Preferred stock, 4% non-cum. 22,992,300 
Common stock, paying 7%... 120,545,400 
MEE Sinuncnineeheaeenen $250,537,700 
Financing has been done largely 


through convertible bonds and their very 
general conversion has tended to reduce 
the debt. Notwithstanding dividends 
sufficiently liberal to induce conversion, 
the corporate surplus has grown like a 
rolling snowball. On June 30, 1912, its 
amount was about $20,000,000; at the 
end of 1917, $58,000,000, the gain being 
equivalent to over $30 per share of com- 
mon stock. 
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In addition to maintaining a strong 
working capital, Norfolk & Western 
has been in the habit of carrying securi- 
ties, largely municipal notes, equipment 
notes, etc., in its treasury up to as high 
an amount as $17,400,000. These liquid 
assets have made it possible to obtain 
with the greatest ease any funds required 
for additions or betterments. 

As about $13,500,000 was devoted to 
capital expenditures in 1918, the invest- 
ment account suffered some shrinkage. 
The company owned, at the end of the 
year, about $8,760,000 in Liberty Bonds, 
against which it had borrowed $4,500,- 
000, and $1,700,000 in other government 
and municipal obligations. It is reported 
that a large part of the proceeds of the 
new convertible bond issue has been 
placed in short time securities pending 
the need of cash for expenditures on the 
property. 

The earning power of the Norfolk & 
Western is very large and gives every 


a 





Earned on Common Stock 


Norfolk & 
Western 








Northwestern. 
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* Estimated - Gov't Control 




















promise of continuing its past rapid de- 
velopment, provided the old ratio of rates 
and costs be restored. 


The Company’s Favorable Trend 


Eloquent of the favorable trend of the 
Norfolk and Western is the fact that 
fixed charges were actually smaller in 
1917, when the company earned $23,182,- 
056, than in 1909, when the total income 
was less than half as great. In other 
words, from earning charges about twice, 


TWO PROSPEROUS RAILROADS 





45 


it has reached a point in only ten years 
where it covers them as much as six 
times over. In Table IV are given the 
income under government control in 1918 
and also that of 1917. 

The roads which can show so solid a 
bulwark of earnings behind their bonded 
debts are extremely few. The preferred 
stock, being a small isssue, is in a much 
better position than a great many bonds 
which we look upon as most conservative 
investments. At 73, netting 5.5%, it is 
about as attractive a corporate invest- 
ment affording about that return as one 
can find. 





TABLE IV—NORFOLK & WESTERN 
INCOME ACCOUNT 











1918 1917 
Gross revenues.... $82,004,034 $65,910,242 
Net operat’g income *18,918,142 21,928,005 
Other income...... 1,000,160 1,070,876 
Total income.... $19,918,302 $22,998,881 
Fixed charges...... 4,113,775 4,052,744 
Net income...... $15,804,526 $18,946,137 
OS ee 9,357,103 . 10,552,297 
Surplus ......... $6,447,423 $8,393,840 
Earned on prefer’d 70.5% 82.4% 
Earned on common 12.4 15.0 
Paid on preferred. . 4.0 4.0 
Paid on common... 7.0 8.0 


* Government rental, less taxes, 





The common stock has earned from 
8.7% up to 17.8% during the last ten 
years and the average is considerably 
above the 7% rate now in effect. The 
chronology of the common dividends is 
interesting. In 1901 the rate was 2% ; in 
1903, 3% ; in 1907, 5% ; in 1912, 6% ; in 
1917, 8%. It seems most probable that 
that 8% rate will be resumed when the 
railroad situation again becomes stabil- 
ized. The present quotation of 106 may 
be said to discount such action, but there 
is nothing to indicate that this sum is 
the future limit. Norfolk & Western 
has a prodigious momentum which should 
continue. 

The common stock is one of the few 
rails which sells higher to-day than at 
any time in the first nine years of the 
century. I believe it to be a most desir- 


able purchase, with further appreciation 
outlined in the character of the com- 
pany’s record up to date. 








The Financial Management of Your 
Business 





Article No. 2—Earning Profits from the Payroll 
By PARK MATHEWSON, Specialist on Standardizing Salaries, Pro- 


motions aud Bonuses 


O understand the true productive 
| viewpoint of standardized salar- 
ies, bonuses and promotions, we 
have only to realize that the employé 
is the producer, and to study and em- 
ploy such methods or plans as will in- 
duce him to produce more (in quality 
or quantity) in a given time.- If he is 
not favorably affected by the plans 
they probably result in loss rather than 
a gain. If the employé “doesn’t see it,” 
the expenditure is a waste of good-will 
and money, and is like the old story of 
the professor, the tramp and the dog, 
when the professor said to the tramp, 
“Why do you fear the dog? You know 
that a barking dog will not bite,” and 
the tramp replied, “Yes; J know it and 
you know it, but does the dog know it?” 
Too many of the profit-sharing stock- 
distribution, graded-salaries and promo- 
tion plans have been from the academic 
side, or to please the proprietors, and 
have gone entirely over the head of the 
producer, for whom they were planned ; 
the “dog did not know” and bit the 
hand that fed him. Properly handled, 
with the human element kept clearly in 
mind, these plans can all be used, in 
their proper relation and sphere, to 
great mutual advantage of employer 
and employed. When rightly worked 
out, every concession, increase or bonus 
is a potent factor in reducing the cost 
of operation and adds pennies to the 
profit in every dollar of turnover, with 
a correspondingly beneficial effect on 
the balance sheet, standing and divi- 
dends of each corporation which has 
thus solved one of the greatest prob- 
lems of capital and labor. 

The problems of standardization of 
salaries; bonuses for length of service, 
efficiency and other angles; as well as 
many phases, are no longer considered 
just and productive promotions in their 
academic subjects, proper only for the 
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attention of students of social econ- 
omics. They are red-blooded, vital is- 
sues of great interest to the general 
manager and profit-planner of a busi- 
ness; also to the treasury department 
that aims to see returns of one hundred 
cents’ worth for each dollar expended. 

Of corresponding importance with 
proper purchasing, manufacturing and 
distributing of the firm, is the getting 
the best out of the organization. Nowa- 
days, this functioning feature is, if any- 
thing, more considered than reducing 
the total of the pay-roll. While the lat- 
ter is always desirable, it is secondary 
to sixty minutes’ earnest effort in every 
hour by employés exactly fitted to their 
job and working with the high-gear en- 
thusiasm of satisfaction. Such a con- 
dition insures 100% return on every 
dollar invested in the pay-roll, be it 
large or small. 

The importance to profit or dividends 
is clear when it is considered that ad- 
ministration may cost from 10% up- 
wards, and that every fraction of a 
point saved on gross income means, usu- 
ally, many times that per cent. and 
available for dividends, on the capital 
invested. 

These general principles are found 
equally applicable to the pay-roll of the 
manufacturing and marketing divisions, 
although employés and detail methods 
of handling may not be the same as in 
the administrative division. The backer 
or investor is now, equally with the cor- 
poration manager, making sure that 
practical plans are employed in all com- 
panies in which he is interested, to get 
the best out of the employés and keep 
the pay-roll at the lowest practical point 
for productiveness. By carefully tak- 
ing up in sequence all elements entering 
the study of these allied angles of the 
whole subject, as found through an in- 
vestigation and consensus of experience, 
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we can arrive at the correct methods of 
solution in individual cases. 
The Problem 


The devising of a system of remun- 
eration which shall be equitable and 
satisfactory to both employer and em- 
ployed is one of the most vital prob- 
lems confronting business men today. 

The problem is by no means a new 
one, but it is becoming more and more 
complex because of the evolution of em- 
ployés from a contented or satisfied 
state to a condition of unrest and dis- 
satisfaction caused by their continuously 
increasing requirements. 

Employés are actuated to work by 
three fundamental motives: (1) the in- 
stinct of self-preservation or necessity ; 
(2) the instinct of social recognition or 
distinction; (3) the hoarding or prop- 
erty instinct. 

Until recent years it was generally 
considered that the prime factor in 
stimulating these instincts in employés 
was the wages or salaries paid them, 
and it was believed that the service se- 
cured depended entirely upon _ the 
amount of remuneration given; but it 
has now been repeatedly and conclu- 
sively demonstrated that the method of 
fixing and adjusting wages or salaries 
is of no less importance than the 
amount of remuneration in its effect on 
the attitude and efficiency of employés. 

The more keen-minded employers 
have realized this, and as a result a 
number of efficient wage systems have 
been formulated to provide for lab- 
orers, mechanics and other industrial 
workers; but there is much less know- 
ledge of satisfactory systems for com- 
pensating sales and administrative ex- 
ecutives and clerks. 

The meaning of “Salary Standardiza- 
tion” covers the bringing together of 
those indefinite standards that, in prac- 
tically every organization, exist in the 
minds of the various officials, or in the 
minds of those in charge of the various 
departments, and which it has not been 
the practice heretofore to reduce to 
writing. 

Present Method of Fixing and 

Adjusting Salaries and the 
Results 


The present method of adjusting sal- 
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aries consists largely of bringing em- 
ployés into an organization and ac- 
quainting them with the fact that when 
they have been with the concern a suf- 
ficient length of time their remuneration 
will be increased if they are reasonably 
loyal and punctual, and meet with the 
general requirements of their positions. 
In other words, length of service has 
precedence over practically every other 
quality, and ofttimes efficient employés 
coming into the organization at a later 
date cannot be advanced and encour- 
aged to make their services more valu- 
able to the concern because dissatisfac- 
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tion would be created among mediocre 
employés who have been in the employ 
of the house for a long time. 


Inefficiency of Present Methods and 
What Improvements in Same 
Will Accomplish 


The lack of a definite salary standard 
penalizes both the employer and the 
employé, as it is now recognized that 
it is as necessary for the employé to 
have an incentive as it is for the em- 
ployer, and that the responsibility for 
the methods that have existed lies not 
with the various department heads, but 
with the heads of the organization who 
have not set the same standards for the 
purchase of the services of employés in 
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their offices that they have set for the 
handling of their product. 

In formulating a standard for sal- 
aries and fixing the minimum and maxi- 
mum for the various positions, many 
disputed questions are settled immedi- 
ately and a basis established upon which 
judgment can be formed at all times. 

The greatest value to be derived, how- 
ever, is possibly through the fact that 
the employé is given a definite track 
over which to advance. In other words, 
the setting of standards assists in de- 
veloping the employé, thus increasing 
his efficiency, and also rewards the ef- 
ficient employé. Furthermore, it re- 
moves from the employer the penalty in 
the shape of excessive cost which is 
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today recognized, whenever employés 
are, on account of length of service, 
paid salaries beyond the actual worth 
of their positions. 
Difficulties in Standardizing Salaries 
and Factors to be Considered 

It is difficult to bring together the 

individual viewpoints of various depart- 


ment heads, but it is not an impossible 
undertaking. Some firms which have 


attempted it have secured a consensus 
of opinion upon the subject from their 
managers and have planned thereon 
schedules which give them a basis for 
judgment never before attained. 


Several vital factors enter the ques- 


tion of preparing salary schedules :— 

First, the minimum and maximum 
value of each position from office boy 
up. 

Second, the grade of the position as 
it relates to other or higher grade posi- 
tions. 

Third, the personality of the employés 
in the various grades and qualifications 
necessary to fit them for the positions. 

It is preferable in building a salary 
schedule to have more than one route 
over which employés may travel. In 
positions, certain types of employés can 
other words, starting from the minor 
be shown the course by which they may 
fit themselves to occupy positions as 
heads of departments, or executives ; 
second types of employés can be guided 
over a different route that will finally 
place them in selling positions; while 
a third type may gradually acquire the 
knowledge and inclination that will lead 
them into the manufacturing end. Thus 
a predetermined salary schedule, with 
definite requirements, will permit em- 
ployés to have an incentive which, edu- 
cators state, is absolutely necessary for 
each and every one to have in order to 
develop the ability to hold a position of 
greater responsibility and trust. 


Importance of a Definite Plan 
Governing Promotions 
Without a definite plan governing 
promotions, it is invariably difficult for 


employers to find suitable material for 
their needs in filling higher positions. 


The large majority of employés are. 


brought into an organization and are 
given definite work to handle, and with 
the necessary instructions they handle 
the work efficiently. But without the 
assistance of a definite plan, the major- 
ity are at a loss, even if they are so in- 
clined, to know what is required of them 
to fit themselves for more responsible 
positions. 

The principal factor that makes it 
difficult to promote employés efficiently 
is that it is easier for the employer or 
the head of a department to raise sal- 
aries because of length of service, and 
it is easier for the employé to ask for 
a raise on account of length of service; 
consequently both employer and employé 
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are taking the easiest way in preference 
to the more difficult way of setting a 
standard for promotions. 


Results of Methods Now in Use and 
Means of Overcoming Their 
Difficulties 


The adoption of a definite salary scale 
fixing the minimum and maximum and 
outlining and adopting a syllabus show- 
ing employés what is expected of them 
if they are to fit themselves for con- 
tinued service, is today recognized as 
the best means that can be used for 
overcoming the difficulties that have ex- 
isted formerly in the question of se- 
curing efficiency in promotions. 

Between 800 to 900 firms were ap- 
proached in an investigation and but 
103 of these were found to have defin- 
ite knowledge on the subject. Only 
29% of the 103 firms had, or knew of, 
definite working plans. However, it 
was the consensus of opinion that, as 
a result of the methods now in use, 
there exists a number of factors that 
act to the detriment of both employer 
and employé. 

Taking into consideration that 83% 
of the firms approached consider the 
matter of promotions a vital question, 
it is imperative that the present methods 
be dispensed with and standards adopted 
that will take into consideration the 
human side of the employé. 

It seems wise, therefore, if possible, 
to find some method of fixing salaries 
which will accomplish the following: 

(a) Fairly compensate each individual for 
the service performed, due consideration be- 
ing given to the salaries of other employés 
in the same corporation and the compensa- 


tion the individual would receive for doing 
work of similar nature for another employer. 

(b) Provide some method of increasing 
compensation which on the average will re- 
sult in advances of salary from the first 
tenancy of each position to the end, so that 
the employé will feel satisfied with his com- 
pensation until his promotion or transfer 
to a more important assignment justly en- 
titles him to greater remuneration than he 
can be worth in his present position. 

(c) Limit the compensation an employé 
will receive in each position excepting 


through premotion (if he be fitted for it) or 
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through an increase in the importance of 
the work done, which may come about 
through a change in circumstances, perhaps 
by the efforts of the man himself. 

(d) Provide a general plan which will not 
increase the salary charge more than may 
be proper through an increase in the busi- 
ness done or a change in the cost of living 
which would similarly affect all salaried em- 
ployés. 

(e) Provide a means of securing statistics 
which will afford some guide as to the cost 
of salaries by departments and in comparison 
with the work done. 

The first step would be to fix a mini- 
mum and maximum pay for each posi- 
tion. 

The minimum pay should be that at 
which an employé should start when 
first placed in a position and should be 
lower than the pay to be received, say 
after six months or a year, when he 
shall have demonstrated that he is not 
misplaced. 

The maximum should be the highest 
pay the position should carry, taking 
into consideration its importance, the 
ease with which satisfactory people can 
be found to fill it, the training necessary 
and the pay given for similar work in 
and outside of the concern. 


Bonus Methods and Benefits 


Bonuses for work done or results 
over a certain quota are common and 
found to be profitable not only in the 
production division but also with sell- 
ing and administrative employés, from 
highest to lowest rank. By careful 
study of successful methods used those 
plans which are best suited to an in- 
dividual business and which will most 
appeal to and stimulate its particular 
workers, can be successfully devised 
and put into practice. 

It is found from a 100% standing 
of these details, when all savings in 
salaries, lost time, and service not up 
to par, are computed and gathered, that 
a return is shown for efforts expanded 
and an addition is made available for 
surplus and profit account, of not only 
a satisfactory amount, but ofttimes 
forming a surprising proportion of the 
total on the right side of profit and loss, 
columns as graphic by illustrated in the 
charts herewith reproduced. 
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Trade Tendencies 


As Seen By Our Trade Observer 


The average investor has neither the time nor the opportunity to follow 
developments in the various industries, although such developments at times 
are of vital importance in the consideration of the long range prospects for 
securities. This Department will summarize and comment upon the tenden- 
cies in the more important trades as expressed in the authoritative trade 


publications and by recognized leaders in the various industries. 


As the 


general tendency in a given trade is but one of many factors affecting the 
price of the securities representing that industry the reader should not re- 
gard these Trade Tendencies alone as the basis for investment commit- 
ments, but merely as one of many factors to be considered before arriving 


at a conclusion.—Editor. 


Steel 


New Business Stopped by Price Dispute 


The price-fixing question is still as much 
“up in the air” as ever, with both sides main- 
taining that their views are correct and must 
prevail. The Director General of | Railroads 
insists that he will not yield and will not buy 
steel at the prices fixed, and Secretary Redfield 
is firm in his backing of Chairman Peek of 
the Industrial Board. Several conferences are 
being held almost daily in Washington, and the 
matter has been referred to President Wilson. 
So acute has the controversy become that some 
say either the Secretary of Commerce or Mr. 
Hines will resign if one side or the other pre- 
vails. 

An attempt to prophesy the outcome of the 
argument would be hazardous. The railroad’s 
chief objection is against the price for rails, 
but there is no assurance that the rest of the 
steel prices will be accepted if rail prices are 
lowered. In addition it is quite uncertain 
whether the rest of the governmental depart- 
ments will accept the price schedule. The 
Navy Department has already practically an- 
nounced its refusal to do so when a statement 
was given out that the Navy cannot buy mate- 
rial without receiving competitive bids. 

In the meantime new buying has practically 
halted. In the intervening period between the 
time of announcement of the new price sched- 
ule and the Director General’s unexpected re- 
fusal to accept the schedule, steel mills re- 
ceived a great number of new orders, and it 
was thought for a time that a real revival 
had begun. As was pointed out in this column 
two weeks ago, these orders were banked up 
awaiting a decision from Washington and 
when one was reached they were all released 
in a bunch, giving the market an appear- 
ance of extraordinary activity. Whether or 
fot an actual revival would have been experi- 
enced if the plan had been generally accepted 
cannot now be determined, but there are quite 
a few indications that real “investment” buy- 
ing would not make its appearance. About 
the only thing that is keeping the plants going 
now is automobile industry buying and a small 
demand for miscellaneous steel on rush orders. 
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That such business is not sound enough to 
afford a foundation for an upward turn in 
the steel situation is generally recognized. 

In a few instances only have contracts been 
let at prices under the originally agreed-upon 
schedule. The big companies are holding firm, 
claiming that there is no incentive for making 
concessions to buyers as there is no assurance 
that very much additional buying will develop 
if prices are lowered, and they claim they 
can get the present business at current prices, 
thereby protecting themselves as to profits. 


Production Curtailed Further 


From week to weck several new reports of 
shutdowns or further curtailment in produc- 
tion are received froin various parts of the 
country. The Washington controversy has 20 
cellerated the drop in production, and sviss 
brought many mills and furnaces who were 
holding on by the “skin of their teeth” to 
idleness. Stocks continue to accumulate at the 
mills, and as shipments on old contracts have 
been about completed, producers are trying 
their best to save money wherever possible. 

Not until the Peace Treaty is signed will 
there be much revival in export business. 
American producers are underquoting British 
mills, but not gnough business to speak about 
is being closed. Although the steel trade does 
not expect to do much business with Europe 
at the start, they are confident of a large turn- 
over in South America, South Africa and in 
the Far East. 

Needless to say, the trade is heartily dis- 
gusted with the present situation. A normal 
deadlock without governmental interference 
would have been preferable to the present mix- 
up, and some steel men claim that buyers’ con- 
fidence is so shaken that even though a solu- 
tion of the problem is reached it will take 
much longer than ever before buyers come 
into the market in volume. It is now perfectly 
apparent that the government is entirely at 
fault, and that the steel trade is not getting its 
share of the praise for ironing out its own 
difficulties amicably. The new prices, while not 
satisfactory to all in the trade, were accepted 
in a spirit of co-operation, and with the intent 
to do everything possible to help along Amer- 
ica’s industrial rehabilitation. 
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It is a question whether an open market will 
result from the present chaos. Steel men are 
emphatic in their statement that buyers will be 
disappointed if they expect lower prices, and, 
in fact, claim that higher prices might prevail. 
While I do not believe that it is basically pos- 
sible to establish a higher price rang for long, 
a sudden break in the market is not expected 
and the probable outcome will be a gradual 
lowering of prices all along. the line. 


* * * . 


Railroads 
More Wage Increases 

When and where it is all going to end no 
one knows, but in the meantime expenses keep 
multiplying in a depressing fashion. While it 
is generally admitted that the Director General 
knows full well the deplorable condition of the 
railroads, and that he is striving to correct the 
onerous situation by curtailing wherever pos- 
sible, and that the recent wage increase was 
probably unavoidable under the  circum- 
stances, the situation becomes more dis- 
couraging from the railroad man’s and the 
security holders’ point of view. No doubt the 
advances made previous to Mr. Hines’ occu- 
pation of the chair made it necessary for the 
advance to train crews. 

A further increase of $65,000,000 in wages to 
train crews brings the railroad pay bill up to 
the annual basis of $3,000,000,000. The new 
wage increase affects approximately 400,000 
men, and applies to firemen, engineers, conduc 


tors, and brakemen, most of whom are mem- 
* *s of the Big Four Brotherhood, who re- 


« ed an increase of about $70,000,000 in 
wages under the Adamson Act in 1916, and a 
further increase of about $160,000,000 last sum- 
mer. 

It will be remembered that the railroad com- 
panies themselves, in 1916 and 1917, raised 
wages by $350,000,000, to which the government 
has added since its control of the roads 
$910,000,000, making the total wage increase in 
three years of $1,260,000,000. Needless to say, 
the wage increases have absorbed all the addi- 
tional revenue obtained from higher rates for 
passenger and freight traffic. 

It is very little wonder that the Director 
General came out so strenuously against the 
prices fixed by the Industrial Board for steel, 
coal, and other materials. Since labor costs 
have absorbed all of the increased revenues 
and no provision has been made for higher 
material prices over the period previous to 
the war (and they have increased from 65 to 
120 per cent.), every dollar that is added to 
railroad costs now means just so much more 
deficit. 

There has been an increase in railroad oper- 
ating expenses in the last three years to $1,750,- 
000,000 against an aggregate increase in rates 
of about $1,100,000,000. The average increase 
in wages since 1910 is 117 per cent., and since 
1913, 80 per cent. 


What Is to Be Done? 


_ On top of the continually mounting expenses 
it is noted, as predicted in these columns sev- 


eral months ago, that the traffic movement is 
declining. For the month of March a decrease 
of 19 per cent. in the number of loaded freight 
cars handled by western lines, compared with 
the same period’ of last year, is recorded. 
Any hope that was entertained that the rail- 
roads in 1919 would come out even, on account 
of continued high traffic movement, has now 
been shattered. The roads are guarantecd 
$904,000,000 as rental, and in 1918 the carriers 
failed to earn this amount by $202,000,000. To 
last year’s deficit, up to the beginning of 
March, was added another $74,000,000, and al- 
though reports are not all in for March it is 
safe to assume that this deficit will be in- 
creased rather than decreased. 

There are only three ways out of the diffi- 
culty: 1. Increasing operating efficiency; 2. A 
further increase in rates, and 3. A very large 
increase in the volume of business handled. 
There is very little prospect of increasing 
operating efficiency tinder government control, 
and probably the only way out, as one expert 
observes, is to hand the roads over to private 
management, with the rental guarantee still 
in effect and put in force the old competitive 
system. 

The second suggestion might be a way out, 
but the Director General has already hinted 
that he is against an increase in rates. As a 
matter of fact, rates are high enough now. 
Industry in general is having sufficient trouble 
in overcoming rehabilitation obstacles, and is 
not likely to lend itself favorably to further 
burdens by an increase in present rates. 


As to a large increase in the volume of 
business handled, the outlook is not encour- 
aging. Even a business revival will hardly 
restore the huge volume of traffic experienced 
under war conditions, and as government 
movements of freight and traffic are decreas- 
ing daily, the bulk of business is declining. It 
will be a long time, in my opinion, before the 
traffic movement attains the heights established 
during the last three years. To expect this 
volume of business to be duplicated under pres- 
ent conditions, or in the immediate future, is 
little short of ridiculous. 

The prospect of inducing private capital into 
the railroads is rapidly diminishing under pres- 
ent conditions. An immediate return to private 
ownership, under constructive and protective 
legislation, would solve the problem. The 
Director General has stated that a combina- 
tion of the roads into a few big systems and 
their subsequent restoration to private owner- 
ship is the cure-all for the railroad’s ills. 

** * 


Copper 
Market Dull and Lower 


After the sudden burst of activity at the 
end of last month hope ran high for 
sustained and increasing activity in the copper 
industry. So far these hopes have not ma- 
terialized and while the market has a fairly 
strong undertone at current levels, there is 
no great demand for the red metal and con- 
sumers bid cautiously when at all. 








54 THE MAGAZINE OF WALL STREET 


Quotations are nominally 15/2c a pound but 
business is decidedly slow at that figure. In 
the last few weeks some smaller dealers have 
made sales of moderate lots at 154c per pound 
delivered and many in the trade think that 
quite a little business could be closed at that 
figure if the large interests were willing. The 
major selling agencies, however, are standing 
firm on their price but whether they will be 
able to do so for long in the face of the con- 
tinued lack of demand is uncertain. 


Production and Stocks on Hand 

Many of the mines are still running at a 
heavy rate of production compared with the 
amount of copper absorbed in the market and 
stocks. of surplus metal continue to pile up. 
Recent estimates of the copper surplus in the 
United States place the total at considerably 
above 1,000,000,000 pounds as of the first of 
the year, and this has been increased in the 
proportion of about 50% production over con- 
sumption since the first of the year to date. 
There is plenty of copper available therefore 
and it cannot be said that the tide has definitely 
turned for the better until consumption in this 
country catches up with at least the low pres- 
ent production. 

Export business is at a minimum. Plenty 
of optimistic comments can be found on the 
outlook for increased export copper business 
but the trouble with these predictions are that 
they are too general and cannot be pinned down 
to when this demand is going to develop. Even 
the public announcement of the findings of 
the Copper Export Association was not as 
cheerful as expected and it is evident that 
the copper trade in this country had better 
get the idea of a large export trade out of its 
mind for the present. Certainly the first im- 
provement in the copper situation will have to 
come from domestic sources and not from 
abroad. As pointed out in this column many 
times, England, France and Italy have consid- 
erable stocks of the metal (said to aggregate 
in the neighborhood of 400,000,000 pounds) 
and will see to it that this surplus is assimil- 
ated in their respective countries before orders 
are placed here. 

No Inducement for Further Cut in Price 

At 1S%c or 15%4c many of the high cost 
companies have been obliged to shut down 
operations altogether or are suffering a con- 
siderable loss and others are glad if they can 
keep their plants going at no profit at all. It 
is true that labor costs have been reduced 
somewhat and the cost of supplies shaded a 
little, but these are still too high to make oper- 
ations profitable in nearly all cases at around 
the present prices for the metal. Labor condi- 
tions are not nearly so bad as were predicted 
or even expected in most instances. Curtail- 
ment of output has resulted in reduction in the 
number of .employees and since the labor situ- 
ation shoe is on the foot of the employer instead 
of the employee greater efficiency is the keynote. 


There is no incentive to cut prices from the 
present level, leading copper men maintain, 
since demand is very small at current levels 
and there is no assurance that larger orders 


would be placed if the price for the metal was 
lowered. Successive cuts in the quotations 
has not developed buying on a large scale and 
as the figure now quoted is so low that no one 
can make any money and most of the com- 
panies are losing money, there is no reason for 
further reductions. 

It is too soon to state definitely that the 
rush of buying around the end of March was 
a “flash in the pan” and that the market has 
definitely settled into a period of dullness. The 
market should be given a month or so at least 
to establish right or wrong of this analysis. 


* * * 
Oil 
Activities Steadily Expanding 


Everywhere in the oil fields activity is at its 
height, and new preparations and plans for its 
expansion are continually under consideration. 
If there is any fear that more oil will be pro- 
duced than will be needed in the immediate 
future, oil men do not display it and confi- 
dence reigns supreme. It is the old, old story 
of expanding uses for oil, the revival of long 
quiescent peace uses and various other ex- 
pansion arguments. The navies of the great 
powers of the world are using oil in greater 
quantities than ever before, and their demand 
should increase much more rapidly from now 
on. The extensive employment of automobiles, 
using gas and oil far in excess of the quan- 
tities absorbed even for war purposes is appar- 
ent, road building will require road oiling, 
and a multitude of uses for oil are developing 
and will develop rapidly from year to year. 

It is no wonder then that oil companies, 
large and small, are bending every effort to 
take the liquid gold out of the earth. While 
activity in the field is great, it is not nearly so 
great, think oil men, as will be experienced in 
about six months or a year. The stock market, 
which is a certain forecaster of coming events, 
predicts a hoom in the oil trade by the rising 
prices of oil securities. There is always an 
end, and over-expansion invariably follows de- 
flation economists tell us, but from the trade 
point of view only the start is being made. 


Gulf Producers Fighting Drastic Cuts 


Gulf coast producers, through the Gulf 
Coast Producers Association, are bending every 
effort towards stabilizing the price for their 
product. Representatives of the association 
have been endeavoring to adjust the situation 
in Washington, and an active campaign of 
propaganda, by means of advertisements in the 
newspapers, etc., is being undertaken. 

In a full page advertisement in the Houston 
Chronicle, the producers point out 14 reasons 
why they are getting the worst end of the 
deal, and that the refineries are taking undue 
advantage of them. Under point 8, for ex- 
ample, they say “At a meeting of the Gulf 
Coast Oil Producers Association in February, 
the statement was made by several producers, 
and corroborated by the representative of the 
Oil Division of the Fuel Administration in 
Texas and Louisiana, that the average cost of 




















producing crude in the Gulf Coast section dur- 
ing the early part of 1918 was $1.06)2 a bar- 
rel,” and they say further, under point 13, 


“Can you imagine a more spontaneous, goose 

stepping pack of conspirators than these pipe 
line purveyors to the purpled purses of the 
plutocrats who, lacking vision and sympathy, 
are filling the hearts of our country with a 
feeling of oppression, uncertainty, and unrest?” 
It is evident that every effort is being made 
to reinstate Standard Oil in the Texas fields, 
and producers claim that if this company gets 
a footing a more equitable price arrangement 
will be had. 


Mexican Congress Called in Extra Session 


The trade is greatly interested in the prob- 
able outcome of the coming Mexican delibera- 
tions on its oil policy. A specia: session of the 
congress at Mexico has been called for May Ist 
by President Carranza. 

As stated previously in this column, the 
probable outcome of the deliberation will be 
that some sort of a petroleum code will be en- 
acted, and that it will contain nothing inimic- 
able to foreign interests. The Carranza gov- 
ernment probably sees the error of its ways, 
and evidently has completely turned about in 
its plan for the nationalization of Mexican oil 
fields. ‘4 
While indications point to probable settle- 
ment, foreign oil producers are not “out of the 
woods,” and there is still a possibility that 
something may come up to change the present 
optimistic view point. The United States Gov- 
ernment has not received a reply to its note, 
protesting against the trend of Mexican Petro- 
leum Legislation, and there are some quarters 
that believe that the Carranza government will 
refuse to alter the confiscatory oil decrees. 


* * * 


Motors 
Rapidly Getting Stride 


Only the automobile industry could cheer- 
fully face such a discouraging outlook for 
quick rehabilitation and set about overcoming 
these difficulties with the utmost speed. Only 
the automobile industry with its well-known 
versatility and adaptability could take hold of a 
situation surfeited with all sorts of obstacles 
and put them aside collectively. 

When it is realized that enormous physical 
effort was required for reconversion from war 
production to peace production and that it took 
nearly a year for most of the plants to switch 
from peace production to war production it can 
be realized how well the task has been accom- 
plished so far. 

Great progress has been made in arranging 
new contracts with distributors and dealers, 
launching new advertising campaigns, refinanc- 
ing cars and part makers, rearranging machin- 
ery and cleaning up of finished and partly fin- 
ished war products. The difficulty of readjust- 
ing finances was and still is, for that matter, 
in many cases, enormous. The Government is 
slow to pay and the tedious process of making 
adjustments on unfinished contracts is at last 
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getting under way after over four months com- 
parative inaction 

Many of the large companies are still faced 
with this annoying difficulty. Money and 
credit are the essentials needed to get back to 
normal production and the money has been all 
tvo slow in coming. Some manufacturers, with 
characteristic initiative, have negotiated loans 
on some of this money due and have gone 
right ahead. 

Thus it is apparent that the automobile in- 
dustry is cutting short its period of readjust- 
ment and will get on its feet sooner than ex- 
pected. The demand for passenger and com- 
mercial vehicles alike is tremendous and dis- 
tributors uniformly report that all they need is 
the cars and they can sell them. The automo- 
bile industry looks for prosperous days and 
they are coming, but whether or not the read- 
justment will be completely effected this year 
is still a question. Certainly it will take until 
the latter part of 1919 before conditions ap- 
proach normal. With the plants in full swing 
at the end of this year tremendous activity in 
1920 is confidently expected both in domestic 
and foreign fields. 


Export Trade Looms Large 


A large number of prohibitive measures have 
already been and many others are expected to 
be eliminated before long. There is a world- 
wide demand for our passenger cars and this 
demand is confidently expected to grow more 
rapidly than the ability to supply and when 
sufficient tonnage is available at lower freight 
rates and prohibitions against importation of 
American-made cars in many countries re- 
oases, our shipments should enhance mani- 
fold. 

It is true that such large automobile pro- 
ducers as England, France and Italy will re- 
sume production but it will take a great deal 
longer for these countries to get back to nor- 
mal, and besides, American passenger cars and 
commercial vehicles have established their 
worth and this, together with a comparative 
low selling price, should assure large sales in 
foreign markets. 

Production methods in this country enable 
manufacturers to pay higher wages and yet 
compete successfully in foreign markets against 
European-made cars. Of course it is expected 
that foreign competition will ultimately de- 
velop in that foreign manufacturers have al- 
ready announced that they intend to build low- 
priced cars, but American manufacturers have 
nothing to fear unless they are placed at a dis- 
advantage by means of high duties or tariff. 
American manufacturers realize the probable 
obstacles in foreign trade expansion, but are 
not very much alarmed and are going ahead 
with plans for extensive development the 


world over. 
* . * 


Grain 
Record Crop and Price Estimates 


Preliminary forecasts on the probable price 
for wheat this year have been somewhat upset, 
however. European conditions are not nearly 
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as settled as was expected by this time, and 
the necessity for supplying larger quantities to 
foreign countries is expected to bolster the 
price here. 

Frequent rains have delayed the planting of 
the new crop, but generally speaking the 
weather has been exceptionally fine for wheat, 
and if there is not an over-abundance of rain 
from now on, the yield should come up to 
previous estimates. Indications point to a yield 
from 12 to 18 bushels an acre throughout the 
various districts against an average in the last 
ten years of approximately 14 bushels. There 
is little likelihood that the yield will be cut 
to previous levels and if there is favorable 
weather for harvest and nothing interferes 
with the maturity of the plant, an enormous 
production is expected. 


Price Estimates 


Just now millers in the Middle West are 
paying as high as $2.35 for wheat and not get- 
ting all that they want. Of course, Western 
millers are quite emphatic in their denunciation 
of the Government tying up in Eastern term- 
inals so much of the crop leaving the West, 
without a supply at the end of the season. 

Despite the huge crop there are indications 
that wheat will bring nearer $2 than $1 or 
$1.25, as was estimated a few months ago. 
Experts are making this prediction on the fact 
that the European situation is still unsettled 
and the ability of the world to supply the needs 
of the world seems somewhat lessened. Tax- 
payers will welcome this turn in events as the 
Government will be called upon to spend con- 
siderably less of the $1,000,000,000 appropria- 
tion, but consumers on the other hand are not 
likely to become over enthusiastic since they 
will be required to pay nearly the same prices 
for wheat as in 1918. 

Farmers are quite emphatic in their state- 
ments that the wealth of Croesus is far from 
theirs even at the guaranteed price. They 
claim that as long as the cost of living keeps 
at the present level, they will be quite satisfied 
if they are able to make as much as they would 
under normal conditions. The farmer’s labor 
cost him as much if not more than ever, his 
tools are high and his cost of living is corre- 
spondingly great. Farmers’ complaints should 
be taken with a grain of salt, however, as tak- 
ing everything into consideration with a very 
large yield and a price for the product high in 
proportion to the cost of its production, the 
farmer should fare well. 

Difficulty over the handling of the crop and 
assuring the farmer his price is the puzzling 
question just now. Authorities agree that the 
Food Administration must control the wheat 
handling. until next fall at least, in order that 
the farmer be paid in full. 


* * * 


Railway Equipment 
Payment of Government Bills Solves 
Difficulties 
Railway equipment, supply and specialty 
companies were faced with an alarming situa- 
tion owing to their inability to obtain funds on 
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material supplied the Railroad Administration 
last year. Some of the weaker companies in 
fact had great difficulty in avoiding actual 
bankruptcy through the lack of funds. At 
least this discouraging factor in the railway 
equipment situation has been finally adjusted 
through the Railroad Administration’s decision 
to give the companies certificates of indebted- 
ness which in turn can be used as collateral 
for obtaining funds in the banks. The Rail- 
road Administration owes the equipment com- 
panies $183,000,000 in round figures and many 
millions more are owed to railway supply and 
specialty companies. The same kind of cer- 
tificates of indebtedness as are given to the 
railroad companies will be given as payment 
for debts owed by the Railroad Administra- 
tion. 

Some of the equipment companies are suffi- 
ciently strong in working capital to hold the 
certificates until the Railroad Administration 
gets enough funds to pay off its debts through 
an appropriation by the next Congress. Others, 
however, may issue a note secured by an 
assignment of the certificate of indebtedness 
and borrow from the banks. If the funds are 
not obtainable from the banks the companies 
can issue a note with the assigned certificates 
as security and borrow from the War Finance 
Corporation. 

Thus one of the most discouraging obstacles 
in the path of the readjustment in the Railway 
Equipment industry has been removed. There 
are still, however, many difficulties to over- 
come before the trade can hope to regain its 
former swing and attain the heights that are 
predicted for it in the distant future. 

Just now the trade is going through a period 
of temporary depression. Most of the old 
contracts have been worked off and orders are 
so few and far between that some of the com- 
panies are finding difficulty in keeping their 
plants going until buyers are ready to come 
into the market. Of course, the last Con- 
gress’s failure to appropriate funds for the 
Railroad threw the whole Railroad situation 
“up in the air” and with it put the Railway 
equipment companies further back than before. 
It was expected that as soon as the Railroads 
were fixed financially the Administration 
would go ahead on a definite program for re- 
stocking the carriers with necessary and much 
needed equipment. While the Director-Gen- 
eral has been doing his utmost to straighten 
out the much tangled Railroad financial situa- 
tion, the equipment companies have had to 
suffer. 

Relief seems to be near at hand. Through 
the new financing scheme the Railroads have 
been supplied with sufficient funds to take care 
of capital requirements, interest and dividend 
disbursements, and it will not be long, assur- 
ances from Washington state, before contracts 
will be let for equipment on a large scale. 
Payment for this equipment will be provided 
for either under the present plan of certifi- 
cates of indebtedness or will be made a part 
of the appropriation to be passed by the next 
Congress. 

While export business has not been large, 
comparatively speaking, locomotive companies 
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have closed substantial contracts with South 
America and South Africa. Taking the long 
range view, everything points to excellent busi- 
ness conditions in the trade in the not dis- 
tant future. The revival of activity was post- 
poned through a combination of unfortunate 
circumstances, but recent developments have 
given the trade much satisfaction and prepara- 
tions for good business are confidently made. 


* * * 


Aviation 


Government to Aid in Commercializing 
Aviation 


Progress is discouragingly slow from day 
to day, but the years fly by very quickly, and 
the thing we thought remote yesterday is an 
actuality to-day. It may be rather far-fetched 
to comment upon aviation as an industry in 
these columns, but I cannot help noting the 
progress that is being made, and have endeav- 
ored to find out from those that should know 
what their concrete ideas are on the subject. 
Of course, many abstract “Jules Verne” ideas 
as to the future are offered in the press almost 
daily, but taking the matter seriously we find 
rapid, though’ invisible, strides forward are 
being made. 

As one expert puts it, the progress of the 
aeroplane commercially is about as far ad- 
vanced as the automobile was in 1896. The 
automobile then was, and the aeroplane now is, 
more or less, of a plaything. The aeroplane’s 
intensive development, of course, was brought 
about by the war, and it can now be said to be 
at the jumping- -oft place from an instrument 
for special uses to a necessity in the commer- 
cial field. 


The Government Plans to Help 


This country has been slow to recognize the 
advisability of helping new industries get 
started. The resources of the United States 
have been so great that private enterprise has 
been able to develop them at its own risk with- 
out government backing. Foreign countries 
have for years stood behind new and promising 
industries, and have allowed every privilege 
possible to make them successful. The United 
States is beginning to realize that it is up to 
her to get behind her resourceful inventors and 
business men, and not force them to carry 
their epoch- making inventions to foreign 
lands for exploitation. 

The long-awaited word now comes from 
Washington that the War Department will 
assist in every way in establishing aviation on 
a commercial basis in this country. The Euro- 
pean nations are already bending every effort 
toward commercializing the industry, as they 
realize the pre-eminence in the field of com- 
mercial activity that the establishment of com- 
mercial aviation will bring them. 

A long and wearisome road will have to be 
traversed before you or I can say “Jump into 
my 19— Model Whizz and let’s have lunch in 
Chicago.” However, a start has been made 
The War Department is planning to establish 
landing fields all over the country which will 
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be marked and charted, and will contain facili- 
ties for the care of the machines. An effort 
will be made to induce cities to set aside fields 
for the purpose, in addition to the regular gov- 
ernment field. That the co-operation of the 
cities will be obtained is assured, as many 
Chambers of Commerce have signified that 
they will do everything to help the War De- 
partment plan. 

The Government will aid private manufac- 
turers, as it has signified its policy not to 
throw on the market surplus planes for what- 
ever they will bring, but to feed them out 
slowly over a period of years. 

An aero police force will be established, if, 
and when, the need develops, and an effort will 
soon be made to create “Rules of the Road.” 

While there is undoubtedly a “future” for 
commercial aviation, we should hesitate to buy 
stocks of an aeroplane manufacturing com- 
pany, or suggest going into the business on the 
developments thus far and those pending for 
the immediate future. We are looking far 
ahead, and as many of our readers are in- 
tensely interested in the industrial progress of 
the aeroplane, it is fitting to comment on re- 
cent and pending developments. 

** © 


Rubber 


Foreign Trade Necessary to Maintain Big 
Business 


In no other industry is the maintaining and 
expanding of its foreign trade more necessary 
than to the rubber industry. In order that the 
giant industrial machine whose scope and vol- 
ume of business so built up during the war 
may be kept fully employed, the maximum oi 
export activity must at all times prevail. The 
growth of the rubber manufacturing business 
in the United States from the time of its in- 
ception to the year before the war was re- 
markable, but the last four years of tre- 
mendous pressure has caused an advance 
equivalent to a ten or fifteen years normal 
growth. The only way that this industrial 
machine can be kept running full speed, is to 
insure continued assimilation of rubber goods 
in all parts of the world. 

The trade feels quite confident that Ameri- 
can rubber goods have finally replaced those 
formerly imported from Great Britain and Ger- 
many, especially in South America. Our rubber 
exports to Argentina were $150,000 per year 
before the war and in 1917 reached the enor- 
mous total of $1,800,000; we shipped rubber 
goods to the value of $715,000 to Chile in 1917 
against $150,000 in 1914. It is true that com- 
petition will ultimately develop from foreign 
sources but the trade feels confident that the 
value of American rubber products has been 
proven to foreign countries and the foothold 
established will not be shaken in a long time 
to come. The immediate result may be a slight 
falling off in the totals exported to various 
parts of the world, but the expanding use of 
rubber goods will make up any immediate 
deficit and before many years increase exports 
substantially. 
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Good Activity in Tire End 

Immediately after the signing of the armis- 
tice, tire manufacturers, large and small, laid 
out extensive plans for enlarged activity this 
year and from this year on. There are about 
6,500,000 cars in operation in the United States 
according to statisticians and it is figured that 
about 36,000,000 tires will be required to fill 
the needs of car operators. It must be remem- 
bered, too, that the market is bare of new 
automobiles and that the automobile industry 
is striving valiantly to speed up production. 
Rough estimates place the number of cars that 
will be manufactured this year as between 
1,000,000 and 1,600,000. 

Those who expected considerable reduction 
in tire prices have been disappointed so far and 
it is probable that tire prices will be well main- 
tained until the cost of labor and materials de- 
creases further. Some materials such as cot- 
ton textiles and crude rubber have come down 
quite a little price, but the concessions in prices 
for tires already have taken care of this drop 
in the cost of production and not until the 
cost of living comes down, which in turn will 
reflect in a lower wage scale, will tires get 
back to near their pre-war prices. Manufac- 
turers are having no difficulty in obtaining all 
the crude rubber they want as with all the 
Government import restrictions off, quantities 
of rubber are arriving in this country daily. 

Needless to say, the rubber industry in all 
its branches is quite optimistic over the out- 
look. Although its war-time business was 
large, the real demand for rubber goods is 
experienced under peace conditions and the 
improvement in the situation now noted should 
soon develop into extensive activity. 


** * 


Coal 


No Settlement with Railroads Yet 


While a better demand is noted in some 
quarters for both bituminous and anthracite, 
the market is still very inactive, consumers pre- 
ferring to wait the outcorae of such uncer- 
tainties as the adjustment of coal prices with 
the railroads, etc. Usvally, after the first of 
April, the coal trade knows fairly well what 
to expect for the ensuing year, but so many 
unlooked for occurrences have arisen that 
some unsettlement still prevails. 

Nevertheless, the trade is auite optimistic in 
face of difficulties. It is pointed out in trade 
circles that general industrial activity is be- 
ginning, and it will not be long before the re- 
awakening of general business favorably 
affects the coal trade. 

A lot is heard among coal men of labor 
troubles at the mines. On the surface the 
labor situation is satisfactory, but conditions 
are smoldering beneath, and many in the soft 
coal mining regions predict labor troubles at 
the mines when the Peact Treaty is signed. 


Coal conditions in various parts of the coun- 
try are not the same. Around New England, 
for example, business is very slow as the 
textile manufacturers are in the throes of labor 
difficulties and many of the large coal consum- 
ing mills are closed down. On the other hand, 
the Middle West is buying soft coal in more 
liberal quantities than for some time. 


Railroad Controversy Still Unsettled 


Needless to say, the trade was greatly dis- 
appointed at the stand taken by Director Gen- 
eral Hines on the question of railroad fuel. 
The trade points out that if they are obliged 
to sell the railroads coal at less than cost con- 
sumers will have to make up this difference, 
and this is contrary to the stand taken by 
President Wilson some time ago when he 
stated that the government and the people 
were one and should pay the same price. 
Neither the public nor coal operators see any 
reason why consumers should be forced to 
make up part of the railroad’s heavy operating 
expenses. 

What the railroads will eventually pay for 
their coal is still a question. A definite under- 
standing should be reached by the end of this 
month, or the beginning of next’ month at the 
latest. Since the railroads are the largest coal 
consuming industry in the country, the coal 
trade would feel better secured if the entire 
controversy were out of the way. 


Export Activities Hampered by Lack of 
. Bottoms 


America has the chance to replace Great 
Britain as the world coal market, but the allur- 
ing export activities cannot be reached for 
lack of ships. Before the war Great Britain 
had a monopoly of the export trade in coal 
as she had plenty of ships to send it in and 
foreign markets were well under her thumb. 
Due to the heavy draft of labor for war pur- 
poses, production of coal by Great Britain has 
dropped from about 287,000,000 tons in 1914 
to 230,000,000 in 1918. 

American coal circles are continually receiv- 
ing inquiries from France, Italy, and Denmark. 
In addition, there are several large orders in 
the market from South America (where Great 
Britain formerly enjoyed a monopoly) but so 
far, American producers have not been able to 
take advantage of the opportunity because of 
the lack of tonnage. It should not be long, 
the trade thinks, before some of this business 
is actually obtained, and the trade hopes that 
our shipping conditions take a turn for the bet- 
ter before former coal exporters regain their 
status in the field. 

Good activity is reported in the anthracite 
end of the industry, especially for domestic 
grades. The price for domestic coal will be 
advanced 10 cents a ton by May Ist, and many 
small consumers are placing orders. 














Three Important Gas Companies 


Consolidated Gas, People’s Gas, and Laclede Gas 


have been adversely affected by increased costs— 
All need higher rates as costs are not declining. 


By FREDERICK LEWIS 


HE gas companies were not, un- 
fortunately for the stockholders, 
among the large number of cor- 

porations that saw their profits leap 
upward as a result of the great indus- 
trial activity caused by the world war. 
In fact, in the case of nearly all the 
companies manufacturing gas for the 
large cities, the reverse was the case. 
The explanation is the same for all 
increased costs without any increase in 
the price charged for gas to offset 
these higher costs. 
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The gas companies have little to hope 
for this year in the way of reduced costs. 
What is needed in order to put the 
companies back on the same basis they 
were before the war is increased rates 
for gas. All the companies are mak- 
ing efforts to get a square deal, that 
is to say, to get a price for gas that will 
yield them a fair return on their in- 
vestment. 

The Consolidated Gas Co. brought 
suit in January, 1919, in the Federal 
District Court, asking that the 80-cent 


(59) 


gas law enacted by the Legislature in 
1906 be declared invalid because it was 
unconstitutional on the ground that it is 
confiscatory of the company’s property. 
The United States Supreme Court up- 
held this law in 1909, but gave the 
company leave to apply again under 
changed conditions. It is believed that 
the company will be able to prove con- 
clusively that the statutory rate is con- 
fiscatory, under present conditions and 
that, therefore, the law should be set 
aside on constitutional grounds. It 
would appear that this suit has very 
fair promise of success. 

In July, 1918, the Illinois Public Util- 
ities Commission granted the People’s 
Gas Light & Coke Co. permission to 
raise its gas rates 271%4% to 88 cents. 
It is estimated that this increase will 
net the company about $4,500,000 addi- 
tional revenues annually. The Illinois 
Public Utilities Commission, however, 
has recently ordered reopened the 
question of gas rates on the grounds 
that the increase allowed last July was 
an immergiency measure which was 
justified then but that justification for 
higher rates must now depend on na- 
ture of service rendered. It is believed 
that the company will be able to show 
that the increased rate is still justified. 
This company is also being sued for 
$11,000,000 rebate claims, but it is ex- 
pected that the company will win this 
suit as the decision of the Illinois Su- 
preme Court in October, 1918 holding 
that the legislative act of 1905, grant- 
ing the Gity of Chicago the right to 
establish gas rates by ordinance, is un- 
constitutional, has materially strength- 
ened the company’s case. 

Laclede Gas Light Co. has filed 
schedules with the Public Sefvice Com- 
mission of Missouri providing for an 
increase in the company’s gas rates of 
25%. The management believes that 
the Commission will act favorably up- 
on the company’s petition. 
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It can be seen that while these three 
companies have good prospects of get- 
ting rates which will return a reasona- 
ble profit under present high operating 
costs, the question is not yet settled 
and the possibility of disappointment 
remains. 

Position of the Three Companies 

Net earnings of Consolidated Gas 
from its gas business amounted to only 
$94,900 in 1918, “other income,” con- 
sisting principally of earnings of its 
subsidiary companies supplying elec- 
tricity, totaled $7,141,372 and enabled 
the company to report net income 
equal to 5.7% on its stock. Dividends 
for the year were 7% so that there was 
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People’s Gas Light & Coke Co. was 
much harder hit by conditions arising 
from the war than was Consolidated 
Gas. The latter company has been 
able so far to maintain the dividend of 
7% on its stock, because of the earn- 
ings of its electric companies, but the 
former had no such source of “other 
income.” People’s Gas net income 
dropped from $3,228,966 in 1915 to $2,- 
077,258 in 1916. In 1917 there was a 
deficit, before dividends, of $365,201 
and in 1918 the deficit was $1,366,628. 
This poor showing caused the company 
to suspend dividends on the stock al- 
together in October, 1917, and none 
have been paid since. The company 


TABE I—CONSOLIDATED GAS, PEOPLE’S GAS, LACLEDE GAS—PRICE 
RANGE OF COMMON STOCKS 


Consolidated 


Gas 
High Low 
ery eee 165% 114% 
Ried Ene olan 160% 122% 
are 148% 12834 
eee 14914 135% 
Ee ee 142% 125% 
se esa ewedinnuin 13914 112% 
(ear 150% 113% 
a iris eraser aoa 14434 12934 
airs ee he arsate a 13454 76% 
NEESER raster gent 105% t, 
er 98 87% 





* Up to April 15. 
a deficit of $1,292,393, comparing with 
a surplus of $753,922 in 1917. 

The asset value of Consolidated Gas 
common stock is far greater than the 
price the stock commands in the 
market (95). Assets of the Consoli- 
dated Gas Co. proper equal $132 a 
share on the stock. This is, of course, 
book value but the book value in this 
case is regarded as decidedly conserva- 
tive. In addition the company has 
large equities in the surpluses of its 
several controlled and affiliated com- 
panies. Adding the book value of 
these equities and the total assests ap- 
plicable to the common stock equals 
approximately $200 a share. This as- 
set value behind the common stock 
does not mean much however, unless 
the company is allowed to charge a 
price for its product that will give a 
reasonable return on its investment. 





People’s 
Gas Laclede Gas 
High Low High Low 
120 101% 113% 104 
116% 103 116% 93% 
109 101% 114% 101% 
122% 104 108% 102% 
12934 104 104% 91 
125 106 101 85 
126% 106% 101 85 
118 100% 118% 100 
106% 35 103% 80 
61 395% 90 82 
53 45% 83 693% 


will undoubtedly make a better show- 
ing in 1919, if is allowed to maintain 
the increase in rates that were put in- 
to effect in July, 1918. There is no 
likelihood of dividends being resumed 
on the stock, however, until the ques- 
tion of rates is entirely settled. On 
this question Chairman Samuel Insui! 
recently stated: “Under present condi- 
tions there is no thought of resuming 
dividend payments on People’s Gas 
stock.” : 

In October, 1917, the company 
started construction of a coal gas 
plant, but because of conditions arising 
from the war, such as the impossibility 
of obtaining labor and materials little 
was accomplished during 1918. Work 
on this plant, is now going forward. 

Laclede Gas Light in 1916 reported 
net income of $1,324,195, in 1917 net in- 
come was $1,043,181 and in 1918 there 
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was a further decline to $610,117. De- 
spite the fact that earnings in 1918 
TABLE II—CONSOLIDATED GAS, 
PEOPLE’S GAS, LACLEDE GAS— 
DIVIDEND RECORD 


Cons. Peo. Laclede Gas. 
Gas Gas Com. Pfd. . 
1900..... 6% 6% 4% 5% 
8 6 a 5 
8 6 4 5 
a 8 6 o 5 
ae 84 6 5 5 
i 6600 8, 6 5 5 
5 5 5 5 
2a 4 6 5 5 
a 6 5 5 
1909..... 4 6% 6 5 
1910..... 4, 7 6% 5 
eee 6 7 *7 *5 
1912..... 6 7 7 5 
1913..... 6 7% 7 5 
6 8 7 5 
ER 634 8 7 5 
1916..... 7 6% 7 5 
oo: 7 3% T17 5 
eon 7 5 


*Also stock dividend of 10% on common 
and preferred. 

+10 extra paid on Jan. 2. 
were only equal to 4.53% on the com- 
mon stock the company has so far 
maintained its dividend of 7%, paying 
the unearned balance out of profit and 
loss surplus, which stood at $1,142,807 
as of December 31, 1918. Unless the 
company gets further relief in the way 
of increased rates, it is doubtful if the 
7% rate can be maintained much 
longer. 

In March, 1919, the company sold 
$11,000,000 7% 1st Mortgage Collateral 
& Refunding bonds Series A., conver- 
tible into common stock at par. The 
proceeds of this issue are to be applied 
to the retirement of $10,000,000 Ist 5s 
which mature May 1. In the second 
graph the bonded debt of the company is 
given as $36,000,000, after May 1, it will 
be reduced to $25,000,000 by the retire- 
ment of the Ist 5s. 


Value of Securities 


The present position of the stocks 
of these three gas companies can be 
described as follows: They are all sell- 
ing at considerably lower prices than 
they commanded before the war; the 
properties have been well maintained 
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and the asset value of the stocks is just 
as high now as before the war; if the 
companies are able to obtain a rate for 
gas that will enable them to earn a fair 
return on their investment, there ap- 
pears to be no good reason why the 
stocks should not gradually work up 
to the levels at which they sold before 
the war. The whole question is, there- 
fore, will the companies be able to get 
a square deal? Competent authorities 
are of the opinion that they will ulti- 
mately. It will probably take consid- 
erable time before the problem is satjs- 
factorily worked out, however, and for 
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that reason it is the writer’s opinion 
that many other securities offer better 
opportunities than do the gas stocks. 
Of the three Consolidated Gas appears 
the most attractive, because of the 
large income it receives from its elec- 
tric subsideries. 

Consolidated Gas 6s, convertible into 
stock at par up to Feb. 1, 1920, when 
they mature, can be regarded as a 
sound investment, and the convertible 
feature might prove of value, espe- 
cially should the company receive an 
increase in gas rates before the bonds 
mature. The yield on these bonds at 
the current market is about 5%. 








NATION-WIDE INCREASES IN 
TRACTION FARES 


Increases in Rates Granted by 348 Cities—Approximately 23,000,000 
People Affected—Some Communities Accepted Without 
Protest, Others With Hostile Demonstrations 


By N. C. 


T is indeed interesting to note that 
while Brooklyn Rapid Transit, which 
a short time ago was considered a 
sound investment, is now in the hands of 
a receiver, while the Interborough has 
become insolvent; and while Third 
Avenue is in a deplorable condition, cities 
in forty-two states have deemed it advis- 
able to grant increased fares, in one form 
or another, to their street railways. 
While it appeared that daylight was in 
sight for the New York tractions with 
the passing of the seven-cent fare bill, 
the tactics employed were not of the best, 
and with the closing of ‘the two houses 
the bill became dead, after having passed 
the lower house. 
Failure to give 


these increases 


might have meant financial disaster to 
many of the companies operating in 


these centers. The states not repre- 
sented in the long list in which street 
railway fares have been increased are: 
Florida, Idaho, Kansas, Nevada, Ten- 
nessee and Wyoming. 

During the world struggle prices of 
commodities showed a tremendous in- 
crease. The advances affecting trac- 
tions ranged from cast iron wheels, 
which increased 64%, to brass and tool 
steel, which increased 300% and 400%, 
respectively, the average equalling 
149%. Because of this extreme infla- 
tion, we have had our “war brides” 
from Bethlehem Steel down to Curb 
issues, which in pre-war times sold in 
cents quotations. On the other hand, 
it is quite evident that companies whose 
rate of fare is limited by franchise or 
charter necessarily found the going 
hard during a period of rising prices 
which, as far as the tractions were con- 
cerned, meant only rising costs. 

In 42 states and in Canada 348 cities 
have granted increases ranging from 
5c. down to merely an elimination of 
reduced rates. The table herewith 
gives the number of cities, population 
served and the new rates of fare. 
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Without going into details, it is suffi- 
cient to say that nearly 400 companies 
in the United States were given relief 
by increases in fares. Of these 158 
cities have a population of more than 
40,000 each, and 63 cities out of 67 
having a population of 100,000 or more 
each have granted increased fares or 
have applications pending. 

Many millions of persons are now 
paying higher fares. As a matter of 
fact, about one-fifth of the population 
of both United States and Canada are 
subject to this increase in rates. Among 
the larger cities in the higher fare list 
are Baltimore, Boston, Chicago, Cleve- 
land, Columbus, Denver, Fall River, 
Grand Rapids, Hartford, Indianapolis, 
Jersey City, Los Angeles, Lowell, 
Milwaukee, Newark, New Orleans, 
Pittsburgh, Portland, Me., Portland, 
Ore., Providence, St. Louis, Toledo, 
Troy, and Washington. Tacoma, 
Washington, under municipal owner- 
ship, is charging a ten cent fare, as are 
a number of other cities. 


How the Increases Were Accepted 

The different increases in fares were 
taken in about as many different ways. 
Sioux Falls, S. D., in a referendum to 
its citizens, voted to increase its fare 
to six cents as did Walla Walla, Wash- 
ington, to eight cents. In this latter 
city, the question before the voters 
was whether the fare should be in- 
creased or the company forced into 
bankruptcy. The situation was aptly 
sized up by the Walla Walla Union 
thus: 

“The increase of fares under the 
most favorable conditions can only 
be sufficient to pay the increase 
of the new wage scale demanded 
by the employees and pay for ad- 
ditional labor required to maintain 
a property that has been soraewhat 
neglected on account of lack of 
funds during the past few years.” 
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Grand Forks, N. D., is served by the 
Grand Forks Street Railway Company. 
Hit by increased cost of operation, the 
company, after careful consideration 
of the matter, decided that a seven 
cent fare was needed in order to cover 
cost of service. The General Manager 
appeared for the first time on Sept. 11 
before the City Council, explained the 
situation and asked an increase to 
seven cents. It was immediately 
granted and made effective Sept. 15. 
Reports are that the increase was ac- 
cepted by the public without protest 
or criticism. This shows the amiable 
relationship between the company and 
the public. 


The subways, elevated and principal 
surface lines of Boston are under a 
State board of trustees, who may fix 
fares as necessity demands. A guar- 
anteed return on the capital invested 
(by the city) is provided by law, and 
if the revenue from fares does not pro- 
duce the required amount, it must be 
made up by taxtion. On July 1 the 
fare was increased from five cents to 
seven cents, effective August 1. After 
four months of operation at this rate, a 
deficit was shown, and the fare was 
again raised to eight cents. A deficit is 
still indicated. 

In Newark, Jersey City and Passaic, 
New Jersey, it was proposed to revoke 
the franchises granted by the munici- 
palities because the fares charged to- 
day were more than five cents. The 
contention was that the increase in the 
fare was a violation of a contract entered 
into by the public service corporations 
and the cities, for the franchises ex- 
pressly stipulate that the fare should 
be five cents. (The court recently took 
the matter into its hands, and a decision 
was reached that the public utility com- 
oanies did not violate their contracts when 
the fare was increased. The fare origin- 
ally was seven cents now reduced to six 
cents. However, the company operating 
in Essex and Hudson counties has now 
pending before the Public Utility Com- 
mission, a zoning system. From outward 
appearances, it seems that this system 
will not go into effect.) 


The Newark Sunday Call in a short 
article under the head of “This Is Bed- 
Rock Truth!” gives an idea of the 
situation. 

“Whether this insistment (alleged 
breach of contract*) is sound in law 
the courts will decide, and laymen may 
wisely leave the question to them. It 
may be said, however, that the muni- 
cipalities’ chance of revoking the fran- 
chises seems small, in view of the fact 
that both the Supreme Court and the 
Court of Errors have held that the 
Board of Public Utility Commission- 
ers has authority to raise or lower 


fares despite any action taken by mun- 
icipal boards in past years. 

“But upon the fairness of the pro- 
posal to revoke the franchises because 





TABLE SHOWING NUMBER OF 
CITIES WHERE INCREASED FARES 
ARE EFFECTIVE AND NUMBER OF 
PERSONS SERVED . , 

Jo. 0 


No. of People 
Cities Served 
1,064,377 
8c 1,570,528 
7c and ic Transfer.... 1,563,271 
7c Fare 1,440,112 
6c Fare §11,423,729 
5c and ic Transfer.... 644,939 
Reduced Rates Elimi- 
nated 
Under Zone Rates 


Fares Now In Effect 


2,792,679 
2,669,888 
36 23,169,523 
§Including Chicago Elevated Lines. 
*17 Duplications; includes U. S. 
Canada. 


and 


the fare has been raised any man may 
form an opinion. And in doing so some 
familiar facts should not be overlooked. 

“First, the real worth of a dollar, or 
a nickel, is not the figure engraved or 
impressed upon it, but its purchasing 
value. This is recognized in the fixing 
of wages, and therefore in late years 
wages have been raised because the 
purchasing power of the dollar has de- 
clined. 

“Second, applying the axiom to trol- 
ley fares, if the purchasing value of 
the dollar or nickel has declined 50%, 
the old five-cent fare is now not more 
than a 2% cent fare. John J. Stanley, 
in a recent address before the Ameri- 


* Court decided it was no breach of contract. 
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can Electric Railway Association, 
commented upon this incontrovertible 
fact in a striking way. He said: 

“*The wages paid to the motormen 
in this earlier period (when charters 
were granted) were approximately 20 
cents an hour. With a single fare we 
could therefore pay for fifteen minutes 
of his time. Today, through the ac- 
tion of the Federal government, the 
motorman’s pay approximates 38 to 
40 cents an hour, and a single fare pays 
for but eight or six minutes of his 
time according to the rate of wages, 
and this invaryingly increasing ratio is 
true of all that we must use to render 
our service. 

“On the other hand, taking $2 a 
day as the average wage in the earlier 
period the workman using the street 
car to ride to and from his work was 
compelled to pay out 5% of his day’s 
wages for transportation. Today with 
an average wage of $4, and this is prob- 
ably much less than the correct figure, 
he pays for the same purpose but 
2Y%.’ 

“This is bed-rock truth, and reason- 
able men acknowledge it. That mun- 
icipal officers should go on fighting it 
is hard to explain—in some instances. 
But if they enjoy getting knocked down 
in the courts, nobody will begrudge 
them that fun.” 

Other cities after the traction com- 
panies had been given increases did 
material physical damage to the prop- 
erty of the various companies. This is 
particularly true of the cities in the 
western states. 


Public Pays Either Way 


It must be remembered that if 
needed fares are not granted, the citi- 
zens do not stand to gain in the long 
run. No company can give good ser- 
vice for any length of time, unless it is 
making enough money to cover the 
costs of supplying such service, and is 
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in addition showing reasonable profits. 
The community which denies to its 
public utilities increased fares, when 
they really must have them to main- 
tain a high standard of service during a 
time of increasing costs for labor and 
materials, is therefore undermining the 
comfort, and indeed the safety, of its 
own members. 

Another way in which the short- 
sighted policy of refusing traction 
lines necessary increases in fares re- 
acts upon a community is by hitting 
its treasury. Municipalities have their 
budgets which must be met, and one 
of the largest tax payers, certainly in 
smaller cities and towns, is the traction 
company and other utilities. Obviously 
a concern that is making money can 
contribute more to the support of the 
community in which it is operating 
than one that is not even covering ex- 
penses. 

The methods used in taxing trac- 
tion lines vary quite widely. In some 
cases, it pays a certain per cent of 
every fare received. If 5% was paid, 
on a five cent fare, it would equal 4% 
of one cent. If seven cents is charged, 
the tax would be 35/100 of one 
cent—in other words, one mill per 
fare more. If 100,000,000 people ride 
on that road during the year, the return 
to the city would be $100,000 more than 
the amount that would have been re- 
ceived at the five cent rate. If the 
fare is not increased, this additional 
$100,000 must be paid by the citizens. 

Individual living expenses enter 
into a city’s budget by the increases 
in salaries granted to officials and em- 
ployees, and for that reason larger ap- 
propriations must be met. If the trac- 
tion companies are not going to return 
more to the city’s treasury then the 
people must do it. In other words, 
the people must face it one way or the 
other, and as shown the increase in 
traction fares is the preferable way. 
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Ambitious Development Plans 


To Become a Utility Oil Concern — Will Acquire the 
Valuable C. B. Shaffer Properties — Preferred 
Stock Especially Attractive 


By JAMES SPEED 


LANS which are now nearing 
completion for increasing the 
spheres of activity of the Stand- 

ard Gas & Electric Company are so 
ambitious that upon their completion 
the company will step into the rank of 
utility-oil concerns in somewhat the 
same manner that the Ohio Cities Gas 
Co. and the Cities Service Co. gradu- 
ated from their former status as simon- 
pure utilities. 

Some brief announcement covering 
the company’s general plan has been 
made but the information has been 
meagre and unsatisfactory. 

The company’s debut into the field 
of the great oil producers will be 
through the acquisition of the business 
and oil properties of C. B. Shaffer. 
Our readers will recall that Mr. Shaffer 
was the individual who discovered the 
sensational Cushing pool which caused 
such a flurry in the oil world a few 
years ago. The properties to be ac- 
quired consist of between 50,000 and 
60,000 acres of oil lands with a produc- 
tion of between 4,000 and 5,000 bbls. 
per day. In addition the Consumers’ 
Refining Co., with a capacity of up- 
wards of 6,000 bbls. per day, steel tanks 
with a storage capactiy of between 
1,000,000 and 1,500,000 bbls., together 
with tank cars, service stations, etc., 
a going, producing and distributing con- 
cern, will be taken over. So that Stand- 
ard Gas & Electric will start in as an oil 
producer controlling the entire cycle of 
operations—from well to market—and 
will, therefore, pay no tribute to the 
middleman. The oil lands to be ac- 
quired are situated in Shamrock and 
Cushing, Oklahoma, the Okmulgee 
district, and Butler, Kansas. Accord- 
ing to reliable information a valuation 


of $12,000,000 was placed on these 
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properties in 1916 and since that time 
their value has been greatly increased. 


The Former Holding Company 


Inasmuch as the entire character of 
the business of Standard Gas & Elec- 
tric is undergoing a radical change, it 
is proper to speak of the former utility 
concern as the “old” company. The 
old Standard Gas & Electric Company 
was incorporated in 1910 under the 
laws of Delaware as a holding com- 
pany, and is one of the largest in this 
country. Its original purpose was to 
acquire, operate and sell electric, gas, 
water and other utility companies. 
Space does not permit of a detailed 
statement of the enormous holdings of 
the concern, but some idea of the ex- 
tent of its operation may be judged 
when one recalls that the company 
controls the following utility com- 
panies ; 

Arkansas Valley Ry. Light & Power 
Co., Fort Smith Light & Traction Co., 
Mobile Electric Co., Northern States 
Power Co., Oklahoma Gas & Electric 
Co., Ottumwa Ry. & Light Co., San 
Diego Consolidated Gas & Electric 
Co., Southwestern General Gas Co., 
Tacoma Gas Co., Western States Gas 
& Electric Co. of Delaware and Cal- 
ifornia, Louisville Gas & Electric Co., 
Mississippi Valley Gas & Electric Co., 
Mountain States Power Co., and Puget 
Sound Gas Co. At the time of the 
holding company’s last annual report 
the funded debt of its subsidiaries 
stood at the sizeable total of upwards 
of $92,000,000. The mentioned com- 
panies are controlled except the Moun- 
tain States Power Co. and Northern 
States Power Co., which are affiliated 
in interest. The Mountain States 
Power Co. controls eight subsidiaries 
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and the Northern States Power owns 
the stock of the Consumers’ Power 
Co. which owns nine subsidiaries and 
controls nine other utility companies. 


Gas and Power 


The above mentioned companies 
serve a total population of upwards of 
2,000,000, with 386,810 consumers of 
all classes. The company’s gas plants 
have a 24-hour productive capactiy of 
22,770,000 cubic feet, a holder capacity 
of 11,860,000 cubic feet, while the in- 
terurban mains extend 359 miles and 
local mains over 2,000 miles. There 
are 15 hydro-electric stations and 40 
steam stations. The normal hydro- 
electric h.p. installed totals 67,231, 
while the normal steam power installed 
totals 214,311 h.p. The company has 
upwards of 2,000 miles of high tension 





earned of but 1.9%, or an annual aver- 
age of .2%. Accumulated preferred 
dividends totaled 13% or approxi- 
mately $6.50 per share at the begin- 
ning of the current year and we under- 
stand that when the company an- 
nounces its new financing in connec- 
tion with the acquisition of the oil 
properties, the accumulated preferred 
dividends will be taken care of either by 
cash or stock. The old company had an 
authorized issue of $30,000,000 8% 
cumulative preferred, of which $11,- 
784,950 is outstanding, par $50, while 
the authorized common stock totaled 
$15,000,000, of which $9,343,150 is out- 
standing, par $50. 

Not including the funded debt of 
Standard’s subsidiaries, the company’s 
own funded debt on January 1 of the 
current year, consisted of $5,840,500 





STANDARD GAS & ELECTRIC CO. 
(Digest of Eight Years’ Earnings) 


Earned Paid Earned 


Years Ended Total Net Total Net on on on Year’s 

Dec. 31 Revenues Revenues Inc. Inc. Pfd. Pfd. Com. Surplus 
Ser $1,008,014 $983,592 $995,592 $756,609 7.7% T3%4% 46% $344,253 
ee 2,296,118 2,256,929 2,256,929 1,626,635 14.7 8 8.2 768,068 
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ae 1,474,264 1,434,654 1,435,419 619,964 5.2 *7 an §165,699 
ee 1,588,953 1,545,927 1,576,441 742,371 6.3 +4 be 270,979 
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er 1,620,343 1,566,051 1,666,051 873,305 7.4 54 os 111,207 
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* Paid in scrip. $362,456 in cash and $549,964 in scrip. $$117,850 in cash and 


$314,265 in scrip. § Deficit. 





transmission pole lines and 4,391 miles 
of distributing pole lines. 

In the tabulation herewith a synop- 
sis of Standard’s earnings for the last 
eight years is presented with 1918 earn- 
ings estimated. 

Earning Power 

The 1918 earnings have not been re- 
ported as this is written, but we un- 
derstand that they run very close to 
those of 1917, which would indicate 
that earnings on the preferred stock 
were in the neighborhood of 7%. In 
the seven-year period including 1917, 
the company earned total net profits 
available for dividends of $6,556,964, 
or an annual average of $936,709, equal 
to a yearly average of 8.2% on the 
senior issue. The common fared badly 
during the same time, showing a total 


convertible sinking fund 6s, due Dec. 
1, 1926, $6,772,100 20-year 6% notes, 
due October 1, 1935, $750,000 3-year 
7% collateral notes, due Sept. 1, 1921, 
and $238,618 6% dividend scrip, due 
Sept. 1, 1923. 

Terms of the financing through 
which Standard will take over the 
Shaffer properties have not yet been 
announced, but it may be assumed that 
additional securities will be issued. 
It is estimated that the combined earn- 
ings of the public utility and oil busi- 
nesses last year showed a balance after 
all charges of an excess of $4,000,000. 
After allowing for the preferred divi- 
dends that would have left a balance 
of more than 32% on the former 
amount of common stock outstanding. 


The new financing, it is estimated, 
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will be such that the demonstrated 
earnings will be sufficient to pay all 
charges and preferred dividends in full 
on the new capitalization and to show 
a balance on the new common stock 
after taxes, depreciation, etc., equiva- 
lent to between 10% and 20% per 
share. 
Prospects for Securities 

Until the terms of the company’s 
new financial status are announced it 
would be futile to attempt to comment 
on the funded issues. As it is expected 
the back preferred dividends will be 
paid off and the issue placed on an 8% 
basis it would appear that at 45 the old 
preferred is decidedly cheap. On that 
price and on the present 6% dividend 
basis the issue returns 6.6%, and on an 
8% basis the return at that price would 
be nearly 9%. ‘There is also the ad- 
ditional inducement of the refunding 
of the back preferred dividends. 

The common stock offers exceed- 
ingly attractive possibilities. It would 
appear that on the basis of earnings 
already demonstrated that the junior 
issue should soon be in a position to 
pay dividends. In reference to the 
common’s future it should be remem- 
bered that less than 15% of the new 
oil holdings have been developed and 
that there has been no attempt to ex- 
pand earnings by forcing present pro- 
duction. The Shaffer holdings are of 
great potential value, which will be 
developed by experienced management 
with the best of financial backing. 


Wall Street Jottings 


Thomas W. Streeter has been elected Vice-President 
of the American International Corporation to succeed 
Robert F. Herrick, resigned. Joseph S. Lovering 
was elected Treasurer in place of Mr. Streeter. 





Arthur C. T. Beers has been elected an Assistant 
Secretary of the Franklin Trust Co. 





William C. Lane, vice-president of the Guaranty 
Trust Co., has returned from a trip to China as rep- 
resentative of the Asia Banking Corporation, an 
affiliated company, of which he is also a vice-president. 


A. E. Borie, president of the Savage Arms Cor- 
poration, has become associated with George W. 
Goethals & Co., Inc., consulting engineers. 





The Asia Banking Corporation opened its central 
branch in the Far East at Shanghai last February. 
Since that time a second branch has been opened in 
Hankow, and now arrangements have almost been 
completed for opening five additional branches at 
Peking, Tientsin, Changsha, Canton and Hong Kong. 
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The Peking branch will be opened on May 1, and 
those at Tientsin and Hong Kong on May 15. 


Members of the New York Stock Exchange have 
been informed that the Governing Committee has ap- 
proved formally the formation of a fidelity insurance 
company by members of the Stock Exchange firms. 








William Loeb, Jr., has been elected a director of the 
Federal Smelting & Refining Company in place of 
William J. Hall, resigned. 


Sir Mortimer B. Davis of Montreal has been elected 
a director of the United States Rubber Company to 
succeed E. B, Davis, who has resigned. 


W. Frank Newell, who retired from the firm of J. 
R. Williston & Co. on the Ist of April, is now con- 
nected with C. I. Hudson & Co. 


Edward H. Garcin, president of the Asbestos & 
Rubber Works of America, has been elected a director 
of the Gotham National Bank to take the place of Dr. 
Thomas Kelly, deceased. 


J. Newton Marshall has been appointed manager of 
Logan & Bryan’s office in the Homestead Hotel, Hot 
Springs, Va. 


Mercantile Trust & Deposit Company has become 
the transfer agent for Adams Express Company. 





Louchheim, Minton & Co. have issued their 1919 
edition of the “Dividend Guide.” 





People’s Trust Company of Brooklyn has certified 
that it has increased its capital from $1,000,000 to 
$1,200,000. 





F. T. Walker, New York agent of the Royal Bank 
of Canada, accompanied by a party of eight officials 
of the bank, have gone to South America on board 
the “Vestris.” With the party is C. C. Pineo, who 
has been appointed supervisor of the bank’s South 
Amercan branches. 





J. K. MacGowan has been elected a director of the 
Chile Copper Company in place of F. R. Foraker. 





Louis D. Stanton has been admitted to membership 
in the New York Stock Exchange firm of R. H. Simp- 
son & Co. 





Carl D. Gray has been elected a director of the 
Atchison, Topeka & Santa Fe Railway to fill a vacancy. 





Nathan C. Kingsbury, vice-president of the American 
Telephone & Telegraph, has been elected a director of 
the National City Bank. 





_ George Charles and J. A. Buell have been elected 
directors of the United Alloy Steel Corporation to suc- 
ceed E. D. Rogers and E. H. Wells, resigned. 


The National City Bank expects to open its seventh 
branch in Cuba. It will be located at Camaguey, 
with the offices of the International Banking Corpora- 
tion. This makes a total of forty-nine foreign 
branches. 





Luke, Banks & Weeks have opened a new oil de- 
partment which will be in charge of Earl Harris, 
formerly associated with the American Red Cross at 
Washington. 





The American Steam Conveyor Corporation, Chi- 
cago, has appointed Charles H. Florandin, formerly 
of the National Electric and Welding Company, general 
manager of their Eastern territory with headquarters 
at the New York office, 110 West Fortieth Street. 





The American Exchange National Bank today de- 
clared an extra dividend of 2 per cent a share on the 
capital stock in addition to the regular semi-annual 
payment of 5 per cent. The dividends are payable 
May 1 to stock of record April 24 










Leading ‘‘ Boston’’ Coppers 


By DONALD R. HANSON 


Shareholders Worried Over Trade Conditions—Pessimism Unwar- 
ranted ?>—Some Cheap Stocks 


Boston’s leading dividend paying cop- 
per stocks are selling close to the lowest 
prices in the past decade. That is a 
plain statement of fact that will be borne 
out by the cold statistics. Furthermore, 
when one considers that at least one 
period of exceedingly hard times has 
been experienced during the past decade, 
prior to the present depression, it sug- 
gests that some fairly cheap stocks are 
for sale. 

How much copper would we have 
consumed were there no war? From 
1900 to 1910 our consumption of copper 
grew from 350,000,000 pounds to 750,- 
000,000 pounds. Going back even fur- 
ther we find that from 1890 to 1900 the 
consumption doubled. It is not unrea- 
sonable to suppose that our normal 
consumption is now approximately 1,- 
500,000,000 pounds per annum, but un- 
til business gets on its feet again, it is 
probably temporarily less. Add to this 
a normal export of copper annually, on 
the basis of pre-war figures, if you 
choose, and there is a demand in sight 
for about 725,000,000 more pounds of 
copper. 

In all probability 15% cents for copper 
today is relatively as low as 12.cents was 
before the war. Twelve cent copper 
measured pretty poor conditions in the 
copper industry a few years ago. This 
statement is based on the element of 
inflation which has entered into the price 
of all commodities. The academic view 
of the quantity theory of money, so well 
expressed by Professor Irving Fisher, is 
proving its practicability today, and the 
quantity of money in circulation today, as 
well as its rapidity of circulation, is much 
greater than before the war brought 
about a tremendous expansion in credit 
all over the world. 

If a guess may be ventured here it is 
that the average price of copper during 
this period of inflation will range 
well above 18 cents under normal busi- 
ness conditions and well above 20 on any 
kind of prosperity. In other words, ten 
years ago you could buy a quart of milk 


(68) 


for 7 cents; now it is low at 15. A car 
fare was a nickel; over most of the 
country it is now 6 cents or more. Your 
suit of clothes that cost $40 before the 
war is now $60 or more, and so on. 
Then why not a higher average price for 
copper ? 


Calumet and Hecla 


This sort of preliminary is absolutely 
necessary in order to form an intelligent 
opinion of copper stock values. Readers 
are more interested in a dollars and cents 
discussion of the best copper shares in 
which the copper men of Boston are in- 
terested. When shares of any descrip- 
tion are selling not only relatively cheap, 
but positively so, it is the part of wisdom 
to scan the merits of those which have 
had the best record in former years of 
depression. Accordingly it is highly 
apropos that a discussion of this sort be- 
gin with the Calumet & Hecla Mining 
Company, a company which has had a 
most romantic career, which has weath- 
ered every financial storm without and 
withstood the ravages of fire within, and 
which has returned to its stockholders, on 
their paid in capital of $12 a share, divi- 
dends of $1539 per share. 

Last month the directors of the Calu- 
met & Hecla Mining Company failed to 
take action on the dividend usually de- 
clared the first quarter of the year. Sales 
of the stock were recorded shortly after- 
ward at as low as $350 a share, equal to 
the low of 1914, but less than 300 shares 
were recorded below $400 and the price 
snapped back quickly. In 1914 the di- 
rectors omitted the September and De- 
cember quarter dividends, which further 
bears out the analogy between conditions 
then and now. It has not been sufficiently 
clearly emphasized, however, that divi- 
dends have not been definitely passed, in 
the sense that is usually implied. Of 
late years the dividends have been de- 
clared fairly regularly each quarter, but 
the dates vary from quarter to quarter 
and there is a semblance of irregularity 
about the payments. 
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LEADING 


It would not be far from correct to 
state that when the funds are in hand 
the dividends are paid and this is one 
company that is being operated for stock- 
holders, not insiders. Calumet & Hecla 
has never paid less than $15 a share in 
a single year since 1871, save in 1914 
when $10 was distributed, a sum later 
made up ten fold. In 1898 it paid $100 
a share and as recently as 1917 $85 a 
share. With a working capital at the end 
of 1918 of $12,565,000 ($125 a share) 
it is difficult to believe that a precedent 
will be established this year by omitting 
all payments for the first time in fifty 
years. 

Contrary to the usual belief, the Calu- 
met & Hecla is not the oldest mine in the 
Lake Superior district. Between 1852 
and 1866 the Franklin, Quincy and Pe- 
wabic were leading producers there, but 
in 1866 the old Calumet mine made its 
rich strike of native copper running near- 
ly up to 100 pounds to the ton. Later 
it was consolidated with the old Hecla. 
The original Calumet mine operated on 
the Calumet conglomerate bed and none 
of the rock taken from this lode in prop- 
erties to the north and south ever proved 
as rich. Below the 4000 foot depths, 
where much of the work of late has been, 
however, the rock has decreased in value. 
Parallel to this lode is the Osceola 
amygdaloid, production from which has 
increased from 15,000,000 pounds annual- 
ly five or six years ago to 19,000,000 
pounds lately, contrasted with a yield of 
more than 50,000,000 pounds from the old 
Calumet lode at present. Its third im- 
portant lode, the Kearsarge, has proved 
erratic and very little work has been done 
since 1913. 

When it is appreciated that the copper 
now is often recovered from as little as 
1% per cent rock, or 30 pounds to the 
ton, it is apparent that Calumet & Hecla 
is one of the great low grade mines, al- 
though it is never regarded as such. By 
reducing costs from $10 a ton down to $2 
the management has kept abreast of the 
time and is now able to make a very 
substantial profit from treating its old 
tailings that were thrown away at its 
mills or dumped in the lake. Experi- 
ments have proved the value of the new 
leaching process which should rejuvenate 
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COPPERS 





the entire district so far as the flake cop- 
per is concerned, a grade formerly of 
little value. 

Aside from its mining property, how- 
ever, the company owns a controlling in- 
terest in a half dozen neighboring prop- 
erties which have consistently paid large 
sums into its treasury. In 1918 the 
returns from these dividends aggregated 
more than $18 a share on the Calumet & 
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Hecla stock, and the actual earnings of 
these subsidiaries were considerably 
larger. 











Quincy 


Calumet’s record may seem remarkable 
from the standpoint of huge dividend 
payments, but the record of the Quincy 
is one that makes Calumet appear youth- 
ful and many of the western properties 
positively in swaddling clothes. The 
Quincy was organized in 1848 and with 
the exception of 1866 and 1867 has paid 
dividends every year since 1862. It 
weathered the “after-the-Civil-War” 
period and it probably will weather the 
readjustment period after this war in 
even better shape. 

Quincy, unlike many mines, however, 
improves with age. Some years ago the 
Quincy rock averaged around 15 pounds 
to the ton. Lately it has been running at 
20 pounds to the ton,—February’s aver- 
age,—and in March the average was 19.5 
pounds, All of Quincy’s shafts are deep, 
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yet contrary to Calumet & Hecla’s ex- 
perience, the rock seems to improve with 
depth. The Pewabic lode, it is believed, 
will soon demonstrate that it is an ex- 
ception to other Lake Superior lodes in 
this respect. Quincy has completed the 
best hoisting engine building in the lake 
district and a plant has been constructed 
which will pull a skip 14,000 feet, the 
longest haul from any shaft in the world. 
Furthermore with its increased mill ca- 
pacity further savings are expected in 
the recovery of copper. Yet Quincy is 
selling at this writing (56) less than 5 
points from the 1914 low price and more 
than 50 points under the highest in the 
war period. Moreover, it was not many 
years ago that Boston traders were fall- 
ing all over each other to buy the stock 
up to $190 a share. 


Isle Royale 


Perhaps one remarks that these are 
ancient properties. The big profits have 
already been made here. What of the 
future in the lake district? The best 
answer to that is Isle Royale. The Isle 
Royale Copper Company is one of the 
coming mines of the lake district. When 
other mines have been reducing or elimi- 
nating dividends the Isle Royale has 
blissfully continued to remit its usual 
dividend checks each quarter and the best 
of it is that all indications are that it 
can continue to do so even under present 
conditions, because it is operating at a 
profit. 

Isle. Royale’s costs last year averaged 
16% cents per pound, on the highest wage 
scale ever seen and under tremendous 
obstacles, not common to this company 
alone, but to all lake coppers, especially 
that of transportation and labor short- 
age. Wages have since been reduced, 
along with the cut in the cost of produc- 
tion. Efficiency has been improved and 
there is every indication of lower costs 
this year. 

Although the company really began 
dividends in 1913, with the payment of 
$1 a share, it was not until 1916 it 
started in earnest and since then has paid 
$12 a share. Ten years ago this 
company did well when it produced 7,- 
500,000 pounds of metal at 11 cents a 
pound; last year it produced 15,376,000 
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pounds. It is one of the finest examples 
of a low-grade producer in the lake dis- 
trict, relying wholly on a large volume 
of tonnage handled to swell its production 
records, The copper content at this mine 
frequently has averaged between 12 and 
15 pounds to the ton, but lately it has 
been over 15 pounds. Electric haulage 
and modern improvements are expected 
to promote the efficiency of this property 
and possibly double the output. 

The Isle Royale is more favorably re- 
garded among the junior dividend pay- 
ers, in Boston, than almost any other 
lake copper that could be named. The 
stock sold above 50 when it was a pros- 
pect. Since paying dividends it has never 
sold above 43, but it would seem nearer 
worth that price than its current quota- 
tion around 26. 


Calumet and Arizona 


One of the most promising Arizona 
properties from a mining share stand- 
point is the Calumet & Arizona. The 
trader is familiar with the $6.36 per 
share earned last year against $10.32 in 
1917, but he is less conversant with its 
prospects, it is safe to say. These figures 
probably measure the earning power of 
the company under ordinary metal mar- 
ket conditions. However, the company, 
a couple of years ago, took over the New 
Cornelia Copper Company, purchasing 
918,821 out of the 1,800,000 shares out- 
standing, which cost on an average of 
$1.76 a share, and $3,100,000 of New 
Cornelia’s bonds, which are convertible 
with stock at $10 a share. In developing 
this property the Calumet & Arizona has 
been under a considerable expense for 
some years, but the time is not far dis- 
tant when a substantial return may be 
expected. 

Last year the New Cornelia returned 
profits of $1.40 a share. From a pros- 
pect, less than two years ago, the New 
Cornelia developed to a producer of 46,- 
950,000 pounds last year and it possibly 
may produce more, given any improve- 
ment in conditions, 

One does not have to dwell on Calumet 
& Arizona’s past performance from a 
dividend standpoint. It has been en- 
cellent. Dividends have never been 
omitted since they were begun in 1903. 
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It is the future that has the lure about 
this property. 

Furthermore, development work is be- 
ing aggressively pushed on the Gadsden 
property, of which company the Calumet 
& Arizona has an option to buy 70 per 
cent of the outstanding stock. This is a 
neighbor of the famous United Verde and 
the Extension, a district which for many 
properties has proved to be either im- 
mensely profitable or a dead loss. A 
shaft has been sunk 1230 feet and a cross- 
cut started west at the 1200 level. The 
Jerome fault is estimated to be 1600 feet 
away and already the cross-cut is 1100 
feet in. Certainly it should not be long 
before the status of this company can be 
measured. Not only is Gadsden of great 
speculative importance to Calumet & Ari- 
zona, but its own shares are regarded by 
very good judges of geological condi- 
tions, as a reasonable speculation. 


United Verde Extension 


To mention the copper stocks in which 
this mining centre is interested without 
touching upon United Verde Extension, 
however, would be unpardonable. Calu- 
met & Hecla’s rise to $1000 a share some 
years ago has been thrown into a total 
eclipse by the advance in this stock from 
a low of 28 cents a share in 1914 to 50% 
last year. 

Senator Clark’s discovery of the 
United Verde, a tremendously valuable 
mine, stimulated exploration work in the 
neighborhood for years, but not until the 
United Verde Extension opened up a 
body of ore varying in width from three 
to ten feet on the 1200 level, in Decem- 
ber, 1914, was there any encouragement 
for the management. Conservative esti- 
mates of the million tons of ore blocked 
out between the 1300 and 1400 foot level 
place the copper content at 16 per cent. 
That is to say, 320 pounds to the ton 
The comparison with the 15 pounds ob- 
tained from profitable little Isle Royale is 
hardly fair since one is chalcopyrite and 
the other is native copper. In King’s 
Fnglish chalcopyrite, as found at United 
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Verde Extension, is a copper sulphide 
containing 34.5 per cent copper and about 
30.5 per cent iron, but the methods of 
treatment differ. 

Obviously United Verde Extension, 
with such a rich ore body, promises to be, 
if it is not already, one of the world’s 
lowest price copper producers. Under 
reasonable wage scales and average effi- 
ciency it will be the exception when its 
mining costs exceed 6 cents a pound. 
Late year the company finished the con- 
struction of a new smelter, a factor which 
promises to add to the earnings by re- 
ducing the company’s lower grade ores. 
Labor troubles have necessitated a clos- 
ing down of the property lately, but in 
view of the disposition everywhere for 
producers to conserve their metal, rather 
than sell on current low prices, it is hard 
to see how the stockholders are likely to 
loose any sleep over this. 


Conclusion 


Summed up: The average price of 
copper metal in the last thirty years, 
entirely aside from any price inflation 
due to the war, was not less than 15% 
cents per pound. The growth in normal 
consumptive requirements for copper all 
over the world suggests that present 
productive capacities of the efficient cop- 
per producers will be tested to the limit 
before long. 

Copper stocks are selling at low prices, 
compared with other periods of similar 
depression, For those who prefer mining 
issues which have proved to be seasoned 
dividend paying stocks, therefore, it 
would seem that accumulation around 
these prices is infinitely better judgment 
than it was when the market was soaring 
two years ago. 

The outlook for the immediate future 
may not be clear, but it does not seem 
worse than 1873, 1893, 1907 or in 1914. 
Men have been unable to get along with- 
out copper since the stone ages; certainly 
they will need it in these days of increas- 
ing utilization of electricity. 











Three Active Curb Issues 






Aetna Explosives Turning Banker?—Position of Cosden’s Securities— 
What Is United Profit Sharing Worth? 


By A. U. RODNEY 


LENTY of thrills are afforded in 
P tse “Bush” league of securities. 
When we witness a major league 
baseball game we look for action but 
expect it in an orderly fashion. In the 
“Bush” league or on the “sand lot,” 
however, we look for less baseball and 
more thrills. So it is that the New 
York Curb produces some of the most 
spectacular moves in securities. Many 
of the securities traded in on the out- 
side market are going through the sea- 
soning process necessary to their gradu- 
ation to the New York Stock Exchange. 
With recent rising markets, many 
curb issues have become active and 
Aetna Explosives, Cosden & Co. and 
United Profit have had their share of 
attention. What is the position of these 
companies and the value of their se- 
curities ? 
Pending Developments in Aetna 


Of all the “war babies” Aetna Ex- 
plosives has probably gotten itself in 
and out of more fixes than any of the 
others. Incorporated at the end of 
1914, the company took over the Aetna 
Powder Company and several other pow- 
der companies which it controlled di- 
rectly or through stock ownership. The 
two Aetna Chemical Companies were 
taken over later as subsidiaries. 

A large number of plants situated in 
various parts of the country are oper- 
ated by the Aetna Explosives and their 
principal products are dynamite, elec- 
tric blasting caps, fulminate of mercury, 
black powder, etc. Apparently every- 
thing went well until the Spring of 1917 
when out of a clear sky a receiver was 
asked by the Grasselli Chemical Com- 
pany for Aetna on a claim of $103,655. 
This unfortunate situation was brought 
about by unavoidable financial difficul- 
ties. 


Operations in Receivership 
When the receivers took control in 
April, 1917, the debt of the Aetna Ex- 
plosive Company, Incorporated, to gen- 
eral creditors was as follows: 
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For notes, etc. _.$1,741,342.19 
General merchandise, creditors, 
es ESTES ... 2,876,133.39 


$4,608,475.58 
The receivers succeeded in paying off 
the notes which were secured by bonds 
of the company by July, 1918. Out of 
the above total liability, $3,505,684.31 
were claims secured by bonds or other 
collateral, claims for wages, etc., which 
had to be paid before the general mer- 
chandise creditors could get anything. 
In March, 1918, a total of $677,- 
654.50, representing 50% of the amount 
of the claims to general creditors ad- 
mitted by the receivers, was paid. About 
three months later claims not in excess 
of $200 were paid in full and a second 
dividend of 25%, making a total of 
75% of the amount owed, was paid. 
The 75% dividend called for a total 
disbursement of $995,525.97. 


In June, 1918, the Court directed 
further that those creditors who wished 
to avail themselves of the option to 
receive the balance of their claims in 
Liberty Bonds of the 4%% issue at 
par, plus accrued interest, could do so. 
The sum of $50,012.24 was paid out un- 
der this arrangement, leaving a balance 
of claims still outstanding on July 31st, 


1918, of $309,084.84. 


Despite the handicap of financial em- 
barrassment, the company’s earnings 
showed up quite favorably. In 1916 
$79.30 was earned on the preferred 
stock and $6.47 on the common. In 
1917 earnings were slightly less, as 
$65.74 was earned on the preferred and 
$5.14 on the common. The receiver’s 
record is as remarkable as it is unusual. 
When the company was taken over the 
total claims against it amounted to $16,- 
704,405, including $5,763,300 of bonds 
claimed to be due. By January Ist, 
1918, approximately $8,000,000 of these 
had been paid off. At present nearly 
all of the claims have been paid off and 
the company is in good shape as far as 
this is concerned. 
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Earnings and Equities 

Earnings under receiver’s operations 
were extremely good. large contracts 
were entered into with the U. S. Gov- 
ernment for smokeless powder, acid, 
etc., on a profitable basis and the last 
of these are being cleaned up now. 

Probably most interest is attached to 
the equities behind the common shares 
and what they will be worth in liquida 
tion. On August Ist, 1918, the net 
tangible assets applicable to the com- 
mon stock amounted to $17,415,133 or 
$28 per share of no par value. Net 
current assets right now are more than 
enough to retire the bonds at par, the 
preferred stock at par, and its accumu- 
lated dividend, leaving a substantial sum 
for the common stock. This is not in- 
cluding the plants, good-will and profits 
on present contracts that have not been 
figured so far. 

It is conservative to estimate that 
$12,000,000 will be realized for the com- 
mon stockholders after bonded indebted- 
ness, preferred stock and back dividend 
and all other claims are cleared up. 
This would mean about $14 a share. 
This estimate is low, too, since the 
plants are figured as junk and nothing 
is allowed for good-will. 


Aetna’s Future 


Various plans for the reorganization 
of the company have been formulated 
and offered from time to time, but the 
one finally accepted by the committee 
was formulated by Judge Mayer. This 
plan provides that the bondholders ac- 
cept either 85% in cash or 100% in 
new 6% 20-year bonds, 1/12 of the 
bonds to be retired each year. The pre 
ferred stockholders are to receive $15.75 
in cash, this being the arrears in divi- 
dends, and $5 in cash on account of the 
principal. Furthermore they will re 
ceive 75% in 25-year 6% bonds, 4% 
of these bonds to be retired annually 
at par. 

The company has now outstanding 
$2,300,000 in bonds. As quick assets 
amounted to about $11,000,000, the com- 
pany should have about $8,000,000 i 
current assets, equivalent to $12.65 a 
share on the common stock, after the 
bondholders and preferred stockholders 
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are paid off as stated above The com- 
pany’s plants are worth at least $2,000,- 
000 and this sum would be equal to be- 
tween $3 and $4 a share more on the 
common stock. 

Thus it can be seen that under the 
plan as a liquidating proposition, Aetna 
Explosives common would be worth 
considerably more than it is now sell- 
ing for. There is no reason why stock 
holders should not get at least $12 a 
share after all expenses and deductions. 

Many rumors are current as to what 
the company is likely to do. Some 
maintain that it will continue its busi- 
ness, using some of its plants for the 
manufacture of commercial explosives 
and others for dye stuffs or chemicals 
This may be the eventual result but the 
writer is informed on good authority 
that an effort will be made to take out 
all the money that is possible for the 
common stock and the company will 





AETNA EXPLOSIVES INCOME 
ACCOUNTS 
1916 1917 1918 
Oper. income.$4,321,392 $3,613,773. $6,828,155 
Net income._ 4,358,097 3,613,773 3,773,184 
Pfd. Dvs. paid 288,535 


$4,069,562 $3,613,773 $s, 773,184 
444,632 oneal - 





Surplus _ 
Prev. surplus. 


Total surplus.$4,514,194 $3,613,773 $3,773,184 





embark upon a brand new career, not 
manufacturing anything itseif, but deal- 
ing in the promotion of new companies. 
This means in brief that Aetna Ex- 
plosives will cease to be a manufactur- 
ing company and common stockholders 
will devise some sort of a company to 
engage in financing of new securities. 
How would a name like the “Aetna Se- 
curities Company” do for a proposition 
of this sort? 

Whether small stockholders will agree 
to take up the hazards of securities finan 
cing is aside from the question. Ac- 
cording to the company’s charter the 
Board of Directors have the right to 
determine what business the company 
will engage in and they, therefore, can 
engage in any business they choose. 

Of interest to the security holders 
right now is the fact that their stock is 
worth more than its selling price of $9 
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a share and it ought not to be long be- 
fore quotations establish themselves 
around expected levels. 


Cosden’s Tardy Move 


From the start of the upward move 
in February oil stocks took and held 
the leadership. There was little doubt 
in the minds of the public that big days 
were immediately ahead for oil and that 
any peace boom would be started by the 
oil companies’ prosperity. 

Despite the enthusiasm that was ex- 
pressed in rapid marking up of the 
shares of most oil companies, the Cos- 
den issues remained practically station- 
ary. At first it was thought that Cos- 
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den wasn’t going to get its share, but 
when the move at last came, it was dis- 
covered that plans were being carefully 
made for Cosden’s expansion and that 
the news of its new acquisitions were 
kept well under cover. 

To Cosden & Co. must go the credit 
for popularizing independent oils. - Prior 
to the boom markets in 1915, few people 
paid much attention to the independent 
companies’ condition or prospects and 
very generally spelled oil as S-t-a-n-d- 
a-r-d QO-i-l. However, Cosden & Co. 
proved to the public that the indepen- 


dent companies could be big money 
makers also and thus its popularity. 

Incorporated in 1913, the company 
was formed as a consolidation of The 
Colonial Refining Co., The Western Re- 
fining Co., The Cosden Pipe Co., the 
Union Petroleum Co. and J. S. Cosden 
& Co. In 1916 the Cosden Oil & Gas 
Company, the producer, was merged 
into Cosden & Co. under a large recapi- 
talization scheme. 

The present company’s total holdings 
of leases in the United States are over 
500,000 acres. Its lands are distributed 
in Oklahoma, Kansas, the mid-continent 
field and Texas. Most of the specula- 
tive attention is being directed toward 
the so-called Ranger field in North 
Texas and Cosden & Co. has approxi- 
mately 200,000 acres on lease within the 
boundaries of this field. 


Its Earning Position 


Cosden & Co. is just getting into a 
position to reap the benefits of its ex- 
tensive improvements and enlargements 
made during the latter part of 1917. 
Because of these up-building plans, 
earnings have not been as large as they 
might have been in 1918 and even 1917. 

In 1916 the company showed gross 
earnings of $17,535,366 and a net in- 
come of $7,673,184. In 1917, because 
of many unfavorable factors, the com- 
pany’s gross earnings were only $9,133,- 
086 and a net of $2,497,888 was shown. 
( These figures are for the combined com- 
panies. ) 

The first dividend on the common 
stock of the merged company was de- 
clared in September, 1917, with a pay- 
ment of 2% regular and 4% extra. It 
was not until the latter part of 1918 
that the directors thought it advisable to 
put the company on a cash dividend 
paying basis, so in October, 1918, a 
dividend of 2%% or 12%c. a share 
was declared. This has been established 
as the regular rate. 

As far as can be seen there is no reason 
to believe that Cosden & Co.’s earnings 
will be less in 1919 than in 1918. Asa 
matter of fact all conditions point to the 
contrary as the company is going ahead 
aggressively with its Texas acreage and 
satisfactory results have been reported 
already. 
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While it may be too early to judge 
1919 earnings, they are now running at 
a greater rate than in 1918 and the com- 
pany feels sure that it can show as high 
as between $10,000,000 and $12,000,000. 
This would be about $3 on the stock 
after payment of the preferred dividend. 


Position of Cosden Securities 


There are outstanding’ a total of 
$9,079,500 6% convertible bonds, Ser- 
ies A & B. Series A bonds are con- 
vertible into common stock at $13 a 


COSDEN & CO. CONSOLIDATED BAL- 
ANCE SHEET—JUNE 30, 1918 


Assets: 
Oil lands, leases, refineries, etc. 
(less $4,041,223 for dep.) $40,748,425 
Investments in sub. cos... -- 2,805,165 
Sinking fund — . i“ 66,734 
Items in suspense._._.____ 256,555 
Current assets: 
Materials and supplies —.__ 
Prepaid insurance, royalties, etc 
Bond discount and expense 
Crude and refined oils_..__.. 
Notes and accounts recv_._._. 
Liberty bonds 
Na 


2,800,330 
428,100 
321,905 

1,894,127 

2,256,229 

-415,070 
288,002 


Total current assets 

Total assets — $52,280,642 
Liabilities: 

Pfd. stock — 
Common stock — 
Sub. cos. stock... 
Bonded debt —.._ eae 10,706,500 
Purchase money obligations. 1,463,559 
ef <a 156 
Surplus __. ees 13,667,679 
Current liabilities: 

Notes payable — 2,565,082 

Accounts payable a 8,223,221 

Interest and taxes. 495,710 

Preferred dividends accrued 20,306 


$5,304,319 
_$52,280,642 
$3,099,444 


$3,481,110 
17,572,095 
75,223 


Total current liabilities 
eee 


Werking capital 





share and the B — is convertible at 
$11.70 a share until July 1, 1919, and 
thereafter at $13 a share. Annual in- 
terest charges on the outstanding bonds 
call for less than $600,000 and with 
earnings of $10,000,000 a year, these 
bonds are certainly in a strong position. 
The convertible issues are well secured, 
as the first mortgage 6% convertible 
bonds of Cosden & Co. and the three- 


.. $8,403,763 


ISSUES 75 


year 6% convertible gold notes of Cos- 
den Oil & Gas Co. to an aggregate 
amount equal in par value to the amount 
of Series A and B issues outstanding, 
are behind them. In addition to being 
well secured, these issues have good 
speculative possibilities at the present 
price, for if Cosden’s earnings expand 
the stock should sell higher and at 
present there is a split of about 10 
points between the selling price and 
what the bonds would be worth con- 
verted into the stock at the respective 
conversion prices. 

There should be little doubt concerning 
Cosden’s ability to pay the 7% require- 
ment on the $3,481,101 preferred stock 
and its position seems sound. There 
is, moreover, a favorable feature about 
the preferred, as it contains the conver- 
sion privilege which allows the holder to 
convert his shares into common stock at 
$13.50 per share on or before July 1, 
1919, and thereafter at $15 per share. 





UNITED PROFIT SHARING COM- 
PARISONS 

1916 1917 1918 

Net income 

Dividends . 


Surplus for year_..$253,704 $159,199 $129,617 
Prev. surplus... 220,568 33,136 125,928 


$253, 704 $241,106 $211,525 


81,907 81,907 








Profit and Loss 
surplus 


The common stock is of course to 
be rated as a speculative issue. It is 
“Street” talk that stockholders failed to: 
respond properly to the privilege to sub- 
scribe for new stock at $10 a share in 
1917 and that the underwriting syndi- 
cate which paid about $8 a share for 
640,000 shares were “hung up.” Be 
that as it may, Cosden & Co. common 
at around $9 a share is not too high on 
its present earnings record and the pros- 
pects for the present year. One fail- 
ing the company has is its desire to ex- 
pand too rapidly for its means and over- 
expansion may be just as disastrous in 
the long run as lack of initiative. In 
fact the 1918 balance sheet showed that 
the company was rather over-extending 
itself and its cash and working capital 
position was none too strong. 

However, if earnings run over $10,- 
000,000 this year and if pending devel- 


$33,136 $192,334 $255,545 
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opments materialize in the Ranger field 
and in refinery operations, the stock 
should establish itself at higher levels. 
It should be purchased only as a busi- 
ness man’s investment for long-pull 
profits. 

United Profit Sharing 

One of the stocks most actively traded 
in and one which has had a remarkable 
advance within the last month or so is 
United Profit Sharing. For a long time 
previous to the recent move in the stock 
which established it well over $1.50, it 
hovered around 25 cents per share. 

This company was incorporated in the 
Spring of 1914 for the purpose of is- 
suing and redeeming coupons, certifi- 
cates and other advertising devices and 
establishing the system whereby these 
are placed in the hands of manufac- 
turers and merchants. Originally the 
par value of the stock was $1 per share 
but in 1916 capital stock was reduced 
from $2,000,000 to $500,000 by chang- 
ing the par value to 25 cents per share. 

In 1916 the company showed sales of 
$1,275,361 and a net income after all 
expenses of $253,704. No dividends 
were paid that year and there was car- 
ried to surplus $253,704. In 1917 earn- 
ings ran about the same and a net in- 
come of $241,106 was shown. An ini- 
tial payment of 5% in dividends was 
made in June, 1917. An extra dividend 
of 10% was paid in September, 1917, 
and the shares now carry 2%4% per 
annum. 

In 1918 net earnings were $211,525, 
out of which the same amount of divi- 
dends, or $81,908, was paid as in 1917, 
leaving a surplus for the year of $129,- 
617. For a time Profit Sharing stock- 
holders were depressed over the out- 
look as several States had passed enact- 
ments discriminating against the use of 
coupons with sales of merchandise. Re- 
cent reports say that these laws will be 
repealed and this is one of the chief 
reasons for the sudden enthusiasm for 
the stock. 
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Profit Sharing’s Status 


With earnings equivalent to about 13 
cents a share in 1918 and a little more 
than that in 1917 and 1916, the com- 
pany earned in cash over 50% on its 
capital stock (par value 25 cents). The 
total profit and loss surplus at the end 
of 1918 was $255,545 (which is sub- 
ject to revision on account of Federal 
excess profits and war taxes) and is 
also equivalent to a little over 50% or 
12% cents on the outstanding capitali- 
zation. 

The misleading feature of United 
Profit Sharing is probably its par value 
and it is often pointed out that at its 
present selling price of about $1.50 a 
share, the stock is selling at 600%. It 
is doubtless unnecessary to say that the 
par value of a security has nothing to 
do with its worth or the price that it 
should ‘sell. Kelly Springfield, for ex- 
ample, a stock of $25 par value, is sell- 
ing at about $125 a share or 500% of 
par. The selling price of this stock, 
too, is established on earnings of about 
50% of the par value of the stock. 

Nevertheless, a selling price of $1.50 
for Profit Sharing is a liberal valuation 
of the company’s prospects at the pres- 
ent time. The stock certainly is not 
worth that price on its earnings in the 
last three years, nor would it be worth 
it if all the company expected to do 
was to earn the same amount annually. 
However, with the coming of peace, 
large expansion is expected in the to- 
bacco and allied industries. This should 
increase United Profit Sharing’s busi- 
ness very substantially and it is this 
rather than current operations that es- 
tablishes the present selling price for 
the stock. 

At is present price of about $1.50 a 
share the stock is in a speculative posi- 
tion and while the prospects for the fu- 
ture are bright, it would be more con- 
servative to await reaction before mak- 
ing a speculative purchase of this stock 
for a long pull. 








=.  * a 















awe 








—<. 












Market Movements 






By FREDERIC DREW BOND 


Influence of the Floating Supply on Minor Movements of 
Stock Prices 


stock prices may sometimes be in 

one direction for two years or 
more, their progress is never continuous, 
but is marked by a series of up-and-down 
swings. Three sorts of swings may be dis- 
tinguished: (1) the primary or long 
swings, such, for example, as those 
from the re-opening of the exchange 
in 1914 to October, 1916, and from the 
last mamedd at eto December, 1917. 
Since then we appear to have been in an- 
other primary swing. 

These primary swings depend on 
radical changes in underlying political, 
commercial and financial factors. The 
first of the primary swings just men- 
tioned represents our pre-war period; 
the second, the depression and upset 
caused by our entry into war; the 
third, the relief shown at the success- 
ful conclusion of the war. (2) Second- 
ary swings in the market represent 
the in-between movements due usually 
to accumulation and distribution - of 
stocks for speculative purposes; and 
(3) still smaller, which might be called 
tertiary, swings represent daily to- 
and-fro variations. 

All of these swings represent also an 
attempt, whether successful or not, to 
discount the future to some extent. It 
will be noticed, for example, that the 
primary swing in 1918 halted for a 
short period in the Spring when it 
seemed that the Germans might take 
Paris. Here the hesitating attempt to 
discount misfortune proved incorrect 
and afterwards the primary swing pro- 
ceeded. This general fact of the “pri- 
ority of the stock market,” as it is 
sometimes called, has often been dis- 
cussed and need not detain us. 


Since all three swings depend in 
their early stages on those commit- 
ments which have correctly antici- 
pated the course of prices—whether 
the anticipation of the business or po- 


Fy, ‘sc though the general trend of 
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litical changes was right or not—we 
may say that all three swings must be due 
to the successful traders, speaking of 
them as a class. 

But it also appears that the char- 
acter of these swings, or what may 
be called the trend of the market, 
primarily depends on only a limited 
number of these operators. 

It is on the apparent drift of cur- 
rent quotations that the commitments 
of customers in commission houses are 
usually made. There is one thing 
which all traders see, and it is often 
the only thing which they are willing 
to see, namely, whether prices are at 
the moment moving up or down. This 
is the definite, unequivocal fact on 
which most commission house cus- 
tomers base their operations. Any one 
who doubts this has only to ask any 
truthful customers’ room manager and 
he can abundantly verify the state- 
ment. 

But, as a rule, this entry on the basis 
of present quotations is not made im- 
mediately. It is rare that commission 
house customers buy to any large ex- 
tent until stocks have risen somewhat 
and have attained some activity. Usu- 
ally when they do buy a certain stock 
it will be found that that stock has 
attained a-half to three-quarters of its 
whole rise or is actually around the 
top. For the rises which chiefly in- 
fluence speculation are almost always 
the secondary swings, whether they 
are long or short. 

A typical example of a quick series of 
such swings quite close together in the 
general market, was in the period from 
August, 1916, to December of that 
year. And the longer the market. in 
any stock keeps going up, the more 
followers it attracts to the scene—all 
becoming more and more actuated by 
stories of the very high prices soon to 
be attained. 

It is thus evident that, in the second- 
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ary movements, the mass of commis- 
sion house customers can very rarely, 
indeed, be held responsible for initiat- 
ing the trend of the market. Those 
who come in early enough may rein- 
force this trend, but the very fact that 
they follow it shows that they do not 
make it. It is not meant that the pub- 
lic, once in a great while, may not take 
the bit in its teeth and run away with 
the market. They have done this 
but very seldom. The best instance 
within the memory of the present 
writer was in April, 1901, five weeks 
before the famous Northern Pacific 
corner. 

If we turn to the room traders of 
the exchange, we meet a body of men 
probably, as a whole, the most acute 
observers in the world. No set of 
men are quicker at discerning the im- 
mediate trend of the market at the 
start and following it successfully. 
But, generally speaking, this very 
statement is in itself an implication 
that they do not themselves make the 
trend. 


Who Makes the Minor Swings? 

It has been repeatedly noted that 
after the great panics the number of 
registered holders of stocks increases. 
These are the bargain hunters of the 
country, who rush in at those times, 
buy stocks and take them off the mar- 
ket. These men are usually strong 
holders, for no matter whether they 
buy one share or one thousand, they 
have the means to pay in full and to 
hold stocks as long as they choose 

With the activities of these men go 
the more directed and concerted ac- 
tivities of the great industrial and fi- 
nancial magnates, almost always the 
real owners, for control or for income, 
of the great companies whose shares 
are dealt in on the exchange or “over 
the counter” in Wall Street. These 
men do not as a rule part with their 
own investment stock on the top of a 
rise but they sell the additional stock 
which they purchased at low figures 
and then they often go short and use 
their own investment stock as a sort 
of guaranty against being caught in a 
possible squeeze. 
In a general way, it may be said that 
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it is the commitments of these im- 
mensely wealthy interests which make 
the main trends of the market, and 
cause it to discount the future, while 
their knowledge is, of course, the com- 
bined inside knowledge of the condi- 
tions of their own properties in con- 
junction with their usually pretty large 
knowledge of general financial and in- 
dustrial conditions. The industries of 
the country have their periods of pros- 
perity and depression at much the 
same times and on this account a re- 
cuperation in general business usually 
comes to all conjointly. This change 
is seen beforehand by the “wise,” 
whether they be the large industrial 
buyers or the smaller bargain hunters, 
or an occasional small speculator. 


We here see one of the main reasons 
why the public generally loses in 
speculation, because when the buying 
should be done the market looks still 
unpromising and the public, which al- 
ways buys on appearances, believes it 
to be weak when it really is in the 
strongest possible position. 


The main concern of the active 
trader, however, is not so much with 
the great primary movements, which 
involve holding stock for a long period, 
as with the secondary movements. It 
is essential, therefore, to show that 
these secondary movements depend on 
the relation between the fixed and float- 
ing supply of stocks in a specially tm- 
portant way. 

A secondary move in one direction 
is usually followed by smaller to-and- 
fro secondary moves which may indi- 
cate accumulation or distribution, or 
merely a resting spell. The chief 
secondary swings or the chief series of 
such swings are usually based, as be- 
fore indicated, on some _ definite 
changes of affairs within particular 
companies or within many companies. 
For instance, a change in a company’s 
management from sloth to efficiency 
will probably be followed, as soon as 
the new arrangement is decided on, by 
a movement in the shares. Or higher 
earnings in a company may be a basis 
for higher prices. First, the stock 
moves and then, when the movement 
is well under way, the public learns 





















some or all of the facts, and proceeds 
to jump to the conclusion that the 
movement will be long lived. 

Thus these secondary movements al- 
though indirectly the result of changed 
investment conditions, depend directly 
on initiatory buying by those who have 
an exceptionally early opportunity to 
learn of such changes. The process 
of accumulation and distribution has 
been many times described and will 
not be here dwelt upon. It should be 
noted, however, that these various 
swings in different stocks synchronize 
to some extent. That is, looked at ina 
general way, the market moves as a 
whole. But this does not imply 
any exact synchronism. Usually, if 
there is a widespread movement, the 
best and the best-known stocks rise 
first, then those of moderate repute, 
and last the “cats and dogs.” 


We should also note that sometimes 
a large secondary swing may coincide 
with almost the whole of the net rise 
or fall in a stock during the long 
primary swing. This may even be 
true, though to a lesser extent, of the 
whole market. At least we may say 
that a primary move may consist of an 
almost continuous series of upward 
secondary moves with short reactions 
or distributing places. This was the 
the case with many stocks in the bull 
market of 1915. Between what is 
called a bull year and an ordinary year, 
the difference lies mostly in that, dur- 
ing the bull year the upward second- 
ary movements are repeated very 
closely, interrupted by few large reac- 
tions and only short minor reactions 
or resting places. 

This synopsis may be confirmed from 
experience or from a study of stock 
prices, provided individual stock 
swings are examined. If an average 
of the whole market is examined the 
process may be seen but is not so 
obvious, because the varied ups and 
downs smooth one another out and 
make the movements appear less 
abrupt. It is therefore a vitally im- 
portant point to remember that a 
graph of the whole market may give 
a very incorrect idea of the situation 
of some specific stock at any particular 
time. 
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The differences in these three kinds 
of swings, the primary, secondary and 
tertiary, are respectively based on the 
definite, clear-cut intentions of three 


different kinds of traders: (1) the 
great conservative capitalists in their 
long time commitments based on 
phases of business prosperity or the 
reverse; (2) speculative investors who 
have early knowledge of coming news 
developments; and (3) shrewd judges 
of technical market conditions. But 
the movements due to each may to a 
certain extent overlap and interfere 
and very many sorts of market move- 
ments may result. Also, a secondary 
swing may be distorted by the con- 
trary intentions of those influencing 
the market, when neither side has 
definite supremacy but when the 
weight of the transactions may shift 
violently from the bull to the bear side 
or vice versa. 

The object of the “scalper” or 
“trader” as he is often called with 
special reference to the small move- 
ments, is to profit by a great number 
of quick turns. In this, the public is 
very rarely successful, for it is hard to 
catch the exact beginning or end of a 
swing unless on the floor of the ex- 
change, and commissions, taxes and 
the “invisible eighths” create a handi- 
cap of about one-half point to start 
with, not including interest charges. 
Therefore the secondary swings are of 
the greater interest to those not mem- 
bers of the exchanges. 

In the study of all these kinds of 
movements, records of “past perform- 
ances” should be consulted. But they 
should be used for little more than to 
get the lay of the market before start- 
ing in. The writer has never known 
a consistently successful “chart fiend.” 

Those who keep price graphs for 
reference should note volumes of sales 
in connection with the capitalization of 
the company involved. For reference 
purposes such records are almost in- 
dispensable, but their value as a 
prophecy-machine is very limited in- 
deed. 

Students of prices are familiar with 
the fact that when a stock breaks over 
its previous high or low points, it often 
proceeds farther on its way. The rea- 
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son is, that marginal holders who sold 
short or who went long at the same 
price on the previous movement of 
opposite character are apt to be under 
pressure and by their enforced action 
they accelerate the movement. 

In connection with this matter, it is 
well to note the volumes of sales, and 
if the present movement passes 
through the critical point without any 
important increase in volume, its sig- 
nificance is probably not large. 

Influence of Floating Supply 

I have said that the secondary swings 
depend on the relation between the 
fixed and floating supply of stocks in 
a specially important way. The rea- 
son is that this influence is far more 
direct and immediate than in the case 
of the primary swings; while the op- 
portunity of profiting from-the ter- 
tiary or day-to-day swings can hardly 
be said to be open to the public. 

For example, one of the important 
factors in a primary upward swing is 
that before it began or in its early 
stages large investors or small in- 
vestors of the conservative type had 
absorbed a great part of the floating 
supply of stocks—it became fixed for 
the period of a long upward move- 
ment. But this change in the char- 
acter of the supply is very slow and 
gradual; and the proportion of the 
total supply of any stock thus tied up 
for the whole of a primary swing is 
undoubtedly very much smaller than 
the proportion that may be tempor- 
arily tied up during the shorter dura- 






tion of a secondary swing. Therefore 
the relation between the fixed and 
floating supply “has a much greater 
proportional influence, as compared 
with other factors, on the secondary 
swing than on a primary swing. 

The conclusion is obvious. Those 
who are seeking to profit from the 
secondary swings should devote very 
careful attention to the amount of 
stock “in the market,” as compared 
with the amount temporarily “fixed” 
for the duration of the secondary 
swing, and also compared with the 
total floating supply as defined in my 
first article. There are various ways 
of doing this, and it is doubtful 
whether any definite rules could be 
laid down. 

But the point to be observed is per- 
fectly clear: it is the extent to which the 
stocks that are bought on minor declines 
are sold again on the minor rallies. 

A secondary upward swing results 
from the tying up into a temporarily 
fixed form, of a greater quantity of 
stocks on the minor declines, than is 
released into the market on the minor 
advances. So long as that condition 
continues, the direction of the second- 
ary swing will be upward. When that 
condition is reversed, the secondary 
swing will turn downward. 

With the principle, and to a certain 
extent its application also, thus arrived 
at, I will show in the next article some 
of the ways in which it works out in bull 
and bear markets. 

(To be continued) 


MARKET STATISTICS 


Dow, Jones Avgs. 
40 Bonds 20Inds. 20 Rails 
Monday, April 7.... 75.85 90.18 47.48 77.84 76.99 
Tuesday, April 8.... 76.92 90.59 84.50 78.14 77.20 
Wednesday, April 9. 76.91 91.01 84.55 78.43 77.40 
Thursday, April 10.. 76.85 90.11 84.25 78.37 77.29 
Friday, April 11.... 76.82 90.11 83.76 77.71 76.88 
Saturday, April 12.. 76.81 89.61 83.66 77.41 76.92 
Monday, April 14... 76.82 90.48 83.88 77.96 77.08 
Tuesday, April 15... 76.86 91.47 83.79 78.26 77.54 
Wednesday, April 16. 76.94 91.07 83.62 78.40 77.50 
Thursday, April 17.. 76.98 90.88 83.36 77.91 77.19 
Holiday 
Saturday, April 19.. 76.83 91.67 83.50 78.03 77.51 


Friday, April 18.... 


50 Stocks Total No. 
High Low Sales Issues 
1,041,000 244 
1,326,200 259 
1,255,000 253 
1,413,500 242 
1,310,500 239 

533,400 208 
1,116,900 255 
1,222,100 249 
1,318,500 242 
1,022,300 244 


700,200 222 
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PROMINENT WALL STREET 
MEN THAT I HAVE KNOWN 


By J. ARTHUR JOSEPH 


HAD a very interesting téte-a-téte 

with Mr. “Nat” Hofheimer, who 

was the pioneer in the General 
Motors Company and so successfully 
launched Chevrolet and others. I 
isked him what made him so very 
“blue” regarding the future of the rail- 
roads of this country and he laconically 
answered : 

“The situation is so very plain that 
he who runs may read. The Govern- 
ment of the United States, that is to 
say, the various States, are building 
roads for passenger and vehicular 
trafic. The motor truck compagies 
vhich began some time back to com- 
rete with the railroads are now in a 
upreme class. 

“Motor trucks, moved by gasolene, 
lo not have to depend upon coal or 
lectricity. They can run at the low- 
est possible cost. They do not have to 
carry double crews, nor is there an 
extra hand employed. They have noth- 
ing to fear from State legislation nor 
are they subservient in any shape or 
manner to the whims of legislators. 
Their business is one of supreme use- 
fulness. They can carry goods at a 
very low cost. Whether the haul be 
short or long, the expense is reduced 
almost to a minimum. 

“Successful competition has caused 
a complete revolution in the methods 
of transportation and as the years 
progress the motor truck business will 
be brought nearer to the ultimate 
state of perfection that it must inevi- 
tably reach in the future. ; 

“Viewed then calmly and dispas- 
sionately, one must come to the 
definite conclusion that the future of 
the railroads, considering their cap- 
italization and other hardships that 
immediately suggest themselves, is far 
from being bright, so it is little won- 
der that those who view the situation 
from the angle of common sense must 
conclude that something vastly drastic 
to improve the railway situation must 
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materialize before the future of the 
railroads can be considered bright. 


* * * 


Here is something for you to pon- 
der upon. Four years ago a bank—the 
Public National Bank of New York—was 
formed to protect the Russian Jews 
and alien Hebrew contingent against 
the nefarious “banking”(?) systems 
that were profitable to some “bank- 
ers”(?) who were in business for their 
exclusive benefit only. When the Pub- 
lic National Bank started, it had de- 
posits of under $6,000,000. Today it 
has deposits of approximately $40,- 
000,000. Its capital, surplus and un- 
divided profits amount to $2,500,000. 
The Board of Directors include Joseph 
J. Bach, Vice-President, Public Na- 
tional Bank of New York; John C. 
Risele, Eisele & King, Newark, N. J., 
and New York; H. P. Goldschmidt, 
H. P. Goldschmidt & Company; Wal- 
ter E. Meyer, New York City; Henry 
L. Moses, Attorney; Alfred S. Rossin, 
S. Rossin & Sons; Edward S. Rothschild, 
President, Public National Bank of New 
York; Jacob Sperber, and William B. 
Walker, President, American Thermos 
Bottle Company. 

Now, make a mental note of this 
fact: The bank has branches on 
Broadway and 25th Street, Delancey 
and Ludlow Streets, and Madison 
Avenue and Corner of 116th Street 
the Ghetto of New York. In Brook- 
lyn the branches are at Pitkin Avenue, 
corner of Watkins Street, and Gra- 
ham Avenue, corner of Siegel Street, 
where the Jewish contingents congregate 
most. 

Bolshevism, which stands for re- 
trogression and destruction, cannot 
possibly thrive where the dollar is re- 
spected and it requires no stretch of 
imagination to say that the Russian 
and other Hebrews who save their 
dollars and who invest some of their 
surplus in Liberty and Victory Bonds 
have no intention of running amuck or 
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committing hari-kari upon their own 

bank accounts. The death-knell of 

Bolshevism is sounding. The disease, 

as far as this country is concerned, 

will be uprooted and effectually killed. 
Ss é& © 

[ was riding up on the Sixth Ave- 
nue Elevated with Jay Gould some 
thirty years ago when the boom which 
followed the West Shore deal was in 
full bloom. I asked Mr. Gould what 
he thought of the market. He closed 
his eyes and placed his right hand 
upon his black beard, which he always 
did when reflecting, and he answered: 

“I sold another 50,000 shares of 
stock this week and in the past month 
I must have sold in the aggregate 
150,000 shares.” 

I did not see Mr. Gould again for a 
fortnight. He was then on his way 
to East 26th Street to board his yacht, 
the “Atalanta.” In the mean time the 
market had soared. It was at least 
ten points higher and I said: 

“Well, Mr. Gould, you sold those 
stocks rather cheaply compared to the 
prices today.” 

He answered: “Joseph, have you 
stopped to think what the result would 
be if I attempted in a thin market 
like the present, to sell 150,000 shares 
of various issues? The time to feed 
an appetite and to appease it is when 
the public is hungry. If I were to 
throw over 100,000 shares of stocks 
today, I should bring about a panic. 
The public has been loaded up. Its 
capacity has been reached. It cannot 
assimilate any more, and now watch 
the period of digestion.” 

A few days later the market halted. 
It subsequently became wobbly and 
when it commenced to go down it did 
the tobbogan act. The decline was 
not stopped until prices had mented 
from 20 to 30 points. The Baring 
panic then came along, which put an- 
other crimp into bull speculation. It 
was ten years before the average of 
prices was reached that prevailed 
when Mr. Gould so_ philosophically 
and accurately diagnosed the situa- 
tion. 

It is, of course, possible that light- 





ning will not strike twice in the same 
place. I say “possible.” 


_ . 


Harry Brookman was admitted to 
membership in the Stock Exchange in 
the early nineties. His daily appear- 
ance was in a top hat, well fitting cut- 
away coat and striped trousers, a cane 
and a very large buttonhole bouquet 
which was fresh every day. He was 
known among the floor members as 
“The Brooklyn Dude.” Prior to his 
entry on the floor of the Exchange he 
had been Treasurer of the Standard 
Gas Co. in New York and always 
claimed that he knew something about 


gas. 


One day he met his uncle, John U. 
Brookman, who asked him what he 
was doing. Harry replied that he was 
going broke buying Consolidated Gas. 
John U. Brookman was a heavy holder 
of gas stocks, at prices far in advance 
of the current quotations. He im- 
mediately went into a broker’s office 
in Wall Street and remarked that he 
had met his nephew who was full of 


. gas and thought it well to sell all the 


gas stock he held. He did sell. In time 
Harry Brookman’s gas stock climbed 
daily and Harry pocketed a very hand- 
some profit while his uncle, when re- 
minded of gas would say it was al- 
ways a balloon and liable to burst. 


On another occasion Harry Brook- 
man rushed into his father’s office 
greatly excited and told him he had 
received excellent information from 
Philadelphia that there was a wonder- 
ful chance to make a lot of money in 
Lehigh Valley. His father was some- 
what skeptical of Harry’s information, 
but Harry was so positive that he in- 
duced his father to buy some. He 
gave an order to buy a large block 
Harry rushed out of the office to exe 
cute the order. His father in the 
mean time got in connection with an- 
other firm with better information and 
gave an order to sell all that he had 
bought. The result was a loss of $15,- 
000 in fifteen minutes. Harry’s stock 
of information for some time after 
was at a very low ebb, as far as his 
father was concerned. 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner's Name Before the Date of the Closing of the Company's Books 








Paid to 
Anna. Amount Holders 
Rate Name Declared as of 
A 
$3 Amer Gas & Elec, p 75c Q Apr. 18 
6% Amer Lt & Tr, p 14% Q Apr. 12 
10% Amer Lt & Tr, c..... 2%% Q Apr. 12 
.... Am Lt & Tr, c ext..e 2%% Q Apr. 12 
7% Amer Linseed, p...... 14% Q June 16 
7% Amer Shipbldg, p..... 14% Q Apr. 15 
7% Amer Shipbldg, c. 14% Q Apr. 15 
.... Am Shipbldg, c...ext 24% Apr. 15 
$4 Anaconda Copper...m $1.00 Q Apr. 19 
6% Atlas Powder, p..... 14% Q Apr. 19 


7% Brown Shoe, p....... 14% Q Apr. 19 


. Burns Bros,Inc. c.ext.x 24% Feb. 15 
. Burns Bros,inc, c.ext.x 24% Feb. 15 


Cc 

5% Central Leather, c.... 
. Cities Service, c. bkrs. 
GC. GE ceccecccsccce 41.1c 
Commonwealth Edison 2 % 
2u%% 


1%% Q Apr. 10 


M Apr. 15 
Q Apr. 15 
Q Apr. 15 


8% 
10% Cosden & Co, c...... 


Dominion Coal, p 
Dominion Steel, p on 
duP deN Powder, p.. 1% 
duP deN Powder, 1.. 1% 


of 
/ ‘Jo 


2 aad 


Oo" 


. Eastman Kodak,c..ext 5 % Mar. 31 


12% Edison El Illu of Bos 3 % Q Apr. 15 
4% Eisenlohr(O)& Bros,c 1 % Q May 1 
$16 Eureka Pipe Line.... $4 Q Apr. 15 
F 
6% Federal Sugar Rer, p.. 1%% Q Apr. 21 
7% Federal Sugar Ref,c.. 14% Q Apr. 21 
7% Fisher Body, p....... 14% Q Apr. 22 
G 
6% Gen’l Motors, p...... 14% Q Apr. 15 
12% Gen’l Motors, c...... % Q Apr. 15 
6% Gen’l Motors, deb stk ive Q Apr. 15 
8% Gdyr Tire & Rub, 2d p 2 &, Q Apr. 15 
7% Great Northern Ry... 16% Q Apr. 4 
4% Goodrich (B F), c... % Q May 5 
5% Gran Con M, S&P,Ltd 16% Q Apr. 18 
H 
7% Holly Sugar Corp, p.. 14% Q Apr. 15 
I 
$8 Indiana Pipe Line... $2 Q Apr. 24 
10% Ingersoll Rand, c.... 5 % S$ Apr. 19 
$6 Inspiration Con Copper $1.50 Q Apr. 11 
6% Internat’! Nickel, p... 14% Q Apr. 16 
K 
% Kayser (Jul), Ist p... 134% Q Apr. 21 
7% Kayser (Jul), 2ndp... 14% Q Apr. 21 
$4 Kelly-Springf Tire, c. $1 Q Apr. 15 
... Kelly-Springf T,c..ext..x 75c Apr. 15 
$1 Kerr Lake Mining.... 25c Q June 2 


$3 Keystone Telephone, P $1.50 S Apr. 19 


4% Kress (S H), c...... 1 % Q Apr. 19 
M 

Marconi Wireless.... 25c June 1 

7% Mass Gas, c........ 14% Q Apr. 15 


May 
May 
May 
May 


May 
May 
May 


May 
May 
May 
May 
May 
May 
May 


May 


May 


Apr. 3 
Apr. 2 


May 


May 
May 
May 
May 
June 
May 
May 


July 
May 


— te 


ne 


— ee et ee et et 


15 


(83) 


Paid to 
Ann. Amount Holders 
Rate Name Declared as of 
6% McElwain(W H),1st p 14% Q Apr.15 
6% McElwain(W i; we p 1%% Q Apr. 15 
6% McElwain (W H), c 14% Q Apr. 15 
$2 Miami Copper........ 50e QO May 1 
$4 Midvale Steel & Ord.. $1 © Apr. 15 
$4 Midwest Refining.... $1 © Apr. 15 
..++ Midwest Refining. .ext 50c Apr. 15 
$4 Mohawk Mining..... $1.00 Q Apr. 12 
N 
7% Nash Motors, p...... 14% Q Apr. 18 
7% Nat’l Enam & Stamp, p 14% Q June 10 
6% Nat'l Enam & Stamp,c 14% Q May 10 
5% N Y Central....... ss 14% Q Apr. 8 
4% Norfolk & Western, p 1 % Q Apr. 30 
7% Northern Pacific..... 14% Q Apr. 12 
P 
6% Penmans, Ltd, p..... 1%% Q Apr. 21 
5% P Marquette, prior p..ss 14% Q Apr. 18 
$3 Phila Co, new . $1.50 S Apr. 1 
$5 Pierce-Arrow Motor, c $1.25 Q Apr. 15 
6% Pitts & West Va, p.. 14% Q May15 
$12 Prairie Oil & Gas.... $3 Q Mar. 31 
.. Prairie Oil & Gas, ext. $2 Mar. 31 
12% Prairie Pipe Line.... 3 % Q Mar. 30 
..++ Prairie Pipe Line, etx. 5 % Mar. 30 
6% Pub Serv of No Ill, p 14% QO Apr. 15 
7% Pub Serv of No Ill, ; 14% O Apr. 15 
8% Pullman Co.. 2 % Q Apr. 16 
Q 
6% Quaker Oats, p...... 14% QO May 1 
R 
$4 Reading, c.........-+ $1 QO Apr. 16 
6% Republic Ir & Steel, c 14% Q Apr. 21 
Ss . 
7% Steel Co of Can, p... 134% O Apr. 10 
6% Steel Co of Can, c 144% QO Apr. 10 
$8 Superior Steel, Ist p.. $2 © May 1 
$8 Superior Steel, 2nd p.. $2 © May 1 
6% Superior Steel, c..... 14% QO Apr. 15 
. Swan & Finch....... 24% Apr. 15 
, 
6% Tobacco Products, c..d 14% Q Apr. 30 
U 
9% U’d Cig Strs of Am,c 24%% QO Apr. 28 
7% United Drug, Ist p... 14% Q Apr. 15 
6% United Drug, 2nd p... 14% Q May 15 
Vv 
4% Va Caro Chem, c....1 % Apr. 15 
w 
$7 Westingh Air Brake.. $1 +4 O Apr. 8 
$3.50 Westingh El & Mfg,c 87%c QO Apr. 4 
$1 Willys-Overland, c.... 25¢ “6 Apr. 15 
8% Woolworth (F W), c.. 2 % O May 1 
ext—Extra dividend 
d——Payable in scrip 
e—Payable in common stock 


ge—Includes regular monthly 4% cash 


Payable 


May 


~ 
— eee ee ee 


May 29 


May 
May 


May 
May 
May 
May 
May 
M 1y 


May 


May 
May 
June 


May 


Apr 


& 
1 


; 
1 
15 
15 
l 
1 


15 


15 
1 


? 


30 


Apr. 30 


May 


June 


1 
1 


dividends 


ind cash proceeds from sale of stock dividends due on 


Bankers Shares. 
m—On account accumulated dividend 


ss—Subject to approval of Director-General of Rail 


roads. 
x-——Payable in Liberty Loan Bonds 





Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





Atchison’s Loaded Cars Decrease 


For the week ended April 12, 1919, loaded 
cars handled amounted to 20,395 as against 
23,897 cars for the same period in 1918. 

The weekly crop report of Atchison states 
that perfect condition for wheat is pre- 
vailing. 

All specifications except those affecting 
a few class rates cited in a complaint of 
the Colorado P. U. Commission against 
the company and other railroads were over- 
ruled in a decision of the I. C. Commission. 

The complaint attacked all class and 
many commodity rates between Colorado 
and points West, South and East and at- 
tracted interest because of intervention by 
the New Mexico commission and the Utah 
traffic bureau. 


Canadian Pacific Stock Seizure Case Heard 


Argument was heard on the application 
of the Minister of Finance before the courts 
to commandeer $23,000,000 worth (market 
‘value) of the company’s shares belonging 
to alien enemies. The company opposed 
the action saying the shares were on the 
New York register of the company and be- 
yond the jurisdiction of the Canadian courts. 


St. Paul President Makes Statement 


Pres. Calkins has sent to stockholders a 
letter which concludes as follows: “While 
your board is hopeful of better conditions 
and more favorable results for 1919, com- 
plications and uncertainties of the railroad 
situation render it impossible to make a 
forecast. Meanwhile property of the com- 
pany is being well maintained, and with 
normal conditions more favorable results 
are expected.” 

The letter makes no reference to ques- 
tion of dividends. 


Chicago & North Western Must Obey 
R. R. Commission 
Supreme Court has sustained the validity 
of an order of the Minnesota Railroad and 
Warehouse Commission requiring the com- 





| 





pany to change the location of a switch or 
spur to meet the order of a shipper. 


Rock Island’s Surplus $1,915,071 


For the year ended Dec. 31, 1918, the re- 
port shows surplus after taxes, charges and 
preferred dividends, of $1,915,071, equivalent 
to $2.55 a share on the common stock com- 
pared with $5.33 a share in 1917. 


Delaware & Hudson Files Application to 
Issue Bonds 


Public Service Commission has heard the 
application to issue $4,460,000 in 4% first 








Twelve Selected 


Bond Issues 


F you now have funds to invest, 

or expect to have in the near 
future, we suggest that you send 
for our list of twelve carefully 
selected bond issues. The interest 
on some of the bonds is paid by 
the issuing companies without 
deduction for normal Federal In- 
come Tax up to 2%, while the 
interest on others is wholly ex- 
empt from Federal Income Tax. 
Insurance companies and other 
institutions have included certain 
of the bonds among their invest- 
ments. Please ask for List No. 
707. 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
° Members Chicago Stock Exchange 
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mortgage and refunding bonds, to retire 
notes and reimburse the treasury for ad- 
ditions and betterments. 


D. L. & W. Loses Mail Price Case 
Its appeal from the decision of Court of 
Claims involving right of Post Office De- 
partment to reduce price for carrying mail 
where a railroad has a contract to carry 

them at a stipulated rate has been lost. 
A general strike of all shopmen on the 
system between Hoboken and Buffalo has 
taken place, and about 4,500 men are out. 


L. & N. Will Issue Trust Certificates 


Arrangements have been made for the is- 
suance of $7,323,000 series B equipment 
trust certificates to bear interest not ex- 
ceeding 6% and to mature in equal semi- 
annual instalments for 15 years. 

This, it is stated, is necessary because of 
the heavy cost of new equipment alloted by 
the Director-General of Railroads in 1918, 
aggregating with equipment ordered before 
Federal control, but to be paid for after 
Dec. 31, 1917, $12,398,445. 


New Haven Annual Compensation 
$17,173,366 

Pres. Buckland said in his remarks to 
stockholders: 

“The annual compensation for 1919 will 
be increased to $17,173,366, due to a re- 
statement of the company’s income by the 
I. C. Commission, and this will be further 
increased by $200,000 interest on the ex- 
penditure for improvement work for 1918. 

“The expenditures for road improvements 
amounted to $10,074,053, among which was 
the Thames river bridge which has just 
been put in operation. 

“For 1919, the Federal Manager and the 
company have agreed that if the funds can 
be secured, $7,000,000 should be expended on 
improvements, the principal items being the 
Cedar Hill yard and New Haven station, 
engine houses and shops at Boston, and 
the completion of the New Haven-New 
York telephone and telegraph cable line.” 


Norfolk & Western’s Operating Ratio 82% 

Although a large volume of business is 
being done, the net results are eaten up 
by an 82% operating ratio. Bituminous 
and other traffic has been somewhat 
slackened. 

At the annual meeting of the stockhold- 
ers, retiring directors were re-elected and 
authority was given the directors to acquire 
the Virginia Carolina Ry. Co. and the New 
River, Holston & Western Ry. Co., sub- 
sidiaries of the company. 

The stockholders also voted to increase 
the common stock by $100,000,000 to $250,- 
000,000, and authorized the directors to issue 
and sell convertible bonds to an aggregate 
amount of $108,431,000. 


Northen Pacific Rate Raise Questioned 

Authority of the Director-General to fix 
freight and passenger rates is to be deter- 
mined by the Supreme Court. Appeals were 
filed by the Government from North Da- 
kota Supreme Court decrees enjoining this 
company from charging increased rates. 

Attorneys believe that a decision can be 
rendered by the U. S. Supreme Court before 
the summer adjournment. 

The case was tthe result of increased 
freight rates of 25% and passenger rates of 
3 cents a mile. 


Southern Pacific Will Complete Mexican 
Lines 

Preparations are under way for the com- 
pletion of the line of the Southern Pacific 
Railway of Mexico from its present term:- 
nus near Tepic with the existing lines from 
Guadalajara west, and thence to Mexico 
City, thus giving direct rail communication 
with all the cities of the States of Nayarit, 
Sinaloa and Sonora, as also with the Pacific 
Coast of the United, States. 


Western Pacific Will Appeal Government 
Compensation 

The first to take action will be Western 
Pacific, who will notify the Director-Gen- 
eral of Railroads of its unwillingness to 
accept the Government's offer of annual 
compensation. This action will bring the 
case before a Board of Referees. 

The Railroad Control Act provides that 
any road, dissatisfied with the ameunt of 
the Government’s offer, may so _ state, 
whereupon it is the duty of the Director- 
General to notify the I. C. Commission, 
which shall appoint a Board of Referees 
of three members. 
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American Cotton Oil May Increase 
Dividend 

Stock has been strong on reports that 
directors will place the stock on a 6% 
basis at their dividend meeting early in May. 
One of the officials of the company points 
out that the company has always been con- 
servative about dividends and that while 
business has been good it has not been 
extraordinary. 


American International Calls for $40 Final 
Assessment 

Directors have voted to call the remaining 

40% assessment of $40 a share for payment; 

$20 will be payable-June 2, and the re- 


mainder on October 15. These payments 
will make the $50,000,000 capital stock fully 


paid. 
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Am. Loco. Ships 163 Locomotives in March 


Railroad Administration received and 
shipped during the month of March 163 
locomotives from the company. In addi- 
tion the company shipped 26 miscellaneous 
domestic locomotives and completed 32 
foreign ones. 


Atlantic, Gulf & West Indies Acquires 
Mexican Properties 


An interest has been acquired in the Com- 
pania Petrolera de Tepetate S. A., which 
owns a large acreage in the “light oil fields” 
of Mexico, south of Tampico, having a total 
capactiy of 150,000 barrels of “20 Baume” 
oil. It was organized in 1916, under the 
laws of Mexico, and is owned by A. H. 
Gibson, W. H. Zahnizer and M. L. Vincent, 
all of New York. 

The new Atlantic Gulf Oil Corp., capital 
$20,000,000, will expend $15,000,000 for new 
equipment, such as pipe line, tankage, 
— machinery, pumps, tanks and steam- 
snips. 

’ —— 


Baldwin Will Receive Payment in Certifi- 
cates of Indebtedness 


According to Director-General of Rail- 
roads Hines this and other companies 
will be given certificates of indebtedness to 
cover the amounts now due them from the 
railroad administration. The decision to 
give certificates was reached because the 
original plan to issue trade acceptances 
might not be acceptable to the banks. The 
certificates issued will be assignable but 
not negotiable. 


Barrett’s President Believes Future Bright 


In his annual report, Pres. Childs said 
in part: 

“The increase in the costs of materials 
and labor continued during 1918; and the 
company suffered a diminution of sales and 
earnings during the last two months of the 
year. Notwithstanding, however, the net 
earnings before taxes were the largest in 
the history of the company. 

“The outlook for the future is promising, 
in view of the generally unsettled state of the 
country.” 


Beth. Steel Closes Cuban Properties 


Ore properties in Cuba have been closed 
and may not be operated for some time 
due to curtailment of operations in the 
steel industry. 

Curtailment will have to be made in ship- 
yards owned by the corporation, beginning 
July 1. The corporation expects to convert 
all plants from munition work into other 
channels, some new products already be- 
ing tried out in steel plants and shipyards. 





Western Securities 


N many instances western secur- 

ities present investment oppor- 
tunities not to be found in the 
eastern offerings with which you 
are familiar. 


At the present we are prepared to 
furnish data concerning a first 
class 7% investment. Information 
on request. 


Westheimer & Company 


Cincinnati, Ohio Baltimore, Md. 


MEMBERS OF 
New York Stock Exchange 
Cincinnati Stock Exchange 
Chicago Board of Trade 


SPECIALISTS IN OHIO SECURITIES 














KING EDWARD HOTEL 
TORONTO, CANADA 

The only modern, fireproof hotel serving 
the 500,000 people of Toronto, Capital of 
Canada’s wealthiest and most thickly 
peopled Province. 

The property has recently been acquired by 

The United Hotels Company of America 
and present earnings indicate a return of 
15% on Common Stock. 

We offer 7% 15-year Sinking Fund Bonds 
PRICE 100, TO CARRY 40% BONUS IN 
COMMON STOCK 
Interest payable in New York in a and 
October. Denomination, 
Write us for further pa ee 


(jraham, Sansa & (" 


INVESTMENT BANKERS 
Members Toronto Stock - [es 
TORONTO, CANAD 

















FINANCIAL NEWS AND COMMENT 87 


Plans are being developed for export trade. 
Commercial steel plants are operating at 
45% capacity. The shipyards are busiest 
at present, being now 95% of capactiy. One 
important munitions order for large guns, 
requiring 2 years for completion, is only 
uncompleted munition order in steel plants. 


Comment on Booth Fisheries Report 

Report for 1918 is disappointing, par- 
ticularly since the volume of business 
handled was the largest on record. 

The chief customer for salmon, which 
is Booth’s big department, was the Gov- 
ernment, which commandeered the entire 
pack, and fixed prices with no consider- 
— given to the increase in costs over 
1917. 

The Food Administration reversed the 
policies upon which the company business 
were conducted by fixing prices before 
costs of fish were known. Booth did all 
in its power to increase production but 
rewards for its efforts were niggardly. 

Government control of the fish industry 
is now past. There is every reason to 
expect in the coming year a swing back to 
normal earning status. 


General Motors Announces New Profit- 
Sharing Plan 

A plan has been worked out by the cor- 
poration whereby employes can become 
stockholders on a partial payment basis. 
The company will establish an employes’ 
saving fund, to which any employe can con- 
tribute not to exceed 10% of his salary each 
year. An investment fund will also be es- 
tablished in which the corporation will 
duplicate, dollar for dollar, the employes’ 
savings. The two funds will be divided 
into yearly classes, to be formed each year, 
maturing 5 years from date of formation. 
The corporation will invest the fund in 
common ‘stock of the corporation. At the 
maturity of each class the employe will be 
entitled to withdraw cash or securities. 


Lackawanna Steel’s Unfilled Orders Small 

Unfilled orders on books March 31 of 
124,570 tons were less than 10% of the 
production of finished steel in 1916, and 
were about enough for a month of maxi- 
mum operations. 

This situation exists despite that the 
report was made just after the buying 
period following the price schedule an- 
nouncement, so that unfilled orders at the 
present time are even smaller, a minimum 
of buying having been done since April 1. 


Lee Rubber’s Outlook Good 


Volume of business is running over double 


that of last year and at the highest rate in 
the company’s history. 

The net profits are running at the rate of 
$6.50 a share. 

Bank borrowings are down to $500,000, or 
within $100,000 of the lowest line of credit 
carried by the present Lee company. 


National Lead Soon Ready for Capacity 
Production 


Pres. Cornish in his remarks to share- 
holders, said in part: 

“The commeicial demand for some of our 
products has fallen off. In other cases the 
demand has increased. The total volume 
of business was the greatest in the history 
of the company. There never was a time 
of so much need for our products as at 
present. Painting was deferred during the 
war. The stocks of merchandise -in re- 
tailers’ hands now are the lowest ever 
known. 

“The company has established a promo- 
tion reserve for which $1,000,000 was set 
aside during 1918. 

“The increase in plant investment of the 
company represents new construction in 
Philadelphia, New York, Cincinnati, San 
Francisco, Detroit, etc. 

“All of the tin used here is imported. 
During the war a shortage existed, but 
the company alleviated this by the intro- 
duction of Ulco hard metal, manufacteured 
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at our Keokuk, Iowa, plant. This gave sat- 
isfactory results at a great saving in cost. 
It is one of the promising new products de- 
veloped by the company. 

“The operations of th: English company, 
the largest tin smelting plant in Europe, 
were satisfactory. 

“The plant of the American company 
commenced operations in October. Its 
output has been steadily increasing, and 
as soon as governmental restrictions are 
removed, will be ready to produce at full 
capacity.” 


Keystone to Install Machinery at Perfec- 
tion Plant 

With the conclusion of the contract with 
the Perfection Tire & Rubber Company for 
the sale of Perfection tires, Keystone will 
begin installing machinery at a cost of about 
$250,000. Under the contract Keystone will 
sell the entire output of Perfection. Two 
plants are owned, one at Fort Madison, 
Iowa, and the other at Wabash, Indiana. 


Pres. Dodge of Paper Talks 

Pres. Dodge, in his annual report, said in 
part: “It is to be noted that the year’s 
surplus is not represented by cash, but is 
reflected in the increased inventory and 
reduction of indebtedness. Bonds to the 
amount of $4,723,000 have been retired with- 
in the year. 

“Increase in bank loans is due to condi- 
tions which will disappear when war re- 
strictions come to an end operations ap- 
proach normal. Business and financial 
conditions of the company stand out in 
marked and favorable contrast with the 
past. The company is financially stronger 
and its properties are in better condition. 
The preferred dividend, reduced for eight 
years, is re-established on a 6% basis, and 
there is no reason to fear its discontinu- 


ance. 


Pullman to be Returned to Private Control 
July 1, 1919 

After 1% years under Government con- 
trol, the company will be returned to its 
owners on July 1, 1919. Since this will be 
the first relinquishment by the Govern- 
ment of a private property whose shares 
are quoted on the exchange its transfer 
will be watched with interest. The com- 
pany has been operated under the standard 
contract similar to the railroads. 


Republic Steel Secures Option on Ohio 
Company 

An option has been secured on a con- 
trolling interest in the stock of the De- 
Forest Sheet & Tinplate Co., whose plant 
is at Niles, Ohio. 

This plant contains 10 sheet milis having 
an annual capacity of 6,000 tons of sheets 


and also makes 10,000 tons per year of 
plate for roofing and siding. 

The Republic Co. is not a producer of 
sheets, and in order to give it a more diver- 
siffed product will likely take over ‘this 
plant. Consent of the stockholders is now 
being obtained for the transfer to the Re- 
public company at a certain price for each 
share of stock, and it is practically certain 
the stockholders will assent to the sale. 


Purpose of U CS Stock Increase 

Recent vote of increase in stock from 
$30,000,000 to $60,000,000 is part of a com- 
prehensive plan of expansion which will 
mark the entrance of the company into 
new fields, and will also permit of the dis- 
tribution of stock dividends from time to 
time. 


Smelters’ Chihuahua Plant at 65% Capacity 


Operations at the Chihuahua plant are at 
65% of capacity. This plant is expected 
to reap the benefit from the resumption of 
mining operations on the properties being 
returned to private control by the Mexican 
Government. 

Steady expansion has been shown at this 
smelter in recent months on account of the 
improvement in internal conditions in 
northern Mexico. 


United Fruit Profits Increase 

For the first 28 weeks of its fiscal year 
from Oct. 1 on, operating profits of the 
company were $14 ,000,000, compared with 
eng: gp a year ago. The gain in profits 

has for weeks averaged 40%. 

By quickly adapting itself to the with- 
drawal of its big ships, the company has 
been able to maintain its freight income. 
Fruit net, too, has been very steady, mak- 
ing up half of the $14,000,000 income to date. 


U. S. Realty Shows Increased Earnings 

Recent strength and activity is attributed 
to the improved condition of the company. 
Persons close to the management say that 
the rents of office buildings owned has been 
raised $250,000 a year. The Fuller Con- 
struction Company is declared to be doing 
the heaviest business in its history, and the 
amount of new business being offered was 
never heavier. The annual report is ex- 
pected to show that the $3,000,000 loss on 
the subway work has been written off. 


Willys-Overland Dividend (correction) 

On page 1101 of the April 12 issue of this 
publication it was incorrectly stated that 
Willys-Overland common paid $4 in divi- 
dend annually. This was a typographical 
error; the statement should have read 4% 
annually. 
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PUBLIC UTILITY NOTES 


A. T. & T. Litigation Settled 
Officials of the compzny whoiwere re- 
moved from the control of the Central 
Union Telephone Co. in 1917, have been 
restored to power by the Appelate Court. 
This discharges the receivers, and ends 
litigation pending for six years. 





Bay State Railway Shows Deficit—Fare 
Reduction Asked—Sold at Auction 

For the year ended Dec. 31, 1918, report 
showed a deficit of $1,489,109 as compared 
with a net income of $344,681 in 1917. 

The receiver operated the property dur- 
ing 1918, but his accounts included only 
the taxes, bond interest, etc., which he was 
authorized to pay. The accounts of the 
road itself, however, included all charges 
accrued although not paid. The net result 
was a deficit for the year of $979,965, rep- 
resenting the difference between the re- 
ceiver’s surplus of $518,144, and the com- 
pany’s deficit of $1,498,109. 

Selectmen of Andover appeared before 
the P. S. Commission asking that rate of 
fare between Lawrence and Andover be 
reduced. Fare now is 12 cents and used to 
be six cents. 

This company, which operates in ninety 
cities and towns in eastern and southeastern 
Massachusetts and extends into New Hamp- 
shire and Rhode Island, was sold at auction 
by order of the Federal Court, under the 
reorganization plan by which the property 
is eventually to be in the hands of the East- 
ern Massachusetts Railway Company and 
be managed by five public trustees provided 
for by a special act of the Legislature. 

The purchaser was Arthur I. Glidden, 
representing Lee, Higginson & Co., of 
Boston, reorganization managers for the 
Bay State Company, and the price was $3,- 
600,000, subject to the taking over of various 
obligations, including those of the Bay State 
receivership and mortgages of the Boston & 
Northern Company and Old Colony Street 
Railway Company. 


B. R. T. Deficit Under Dual Contract 
$2,729,147 

Figures compiled by the P. S. Commis- 
sion show that the total deficit of the com- 
pany under the dual contracts providing for 
rapid transit to March 1, 1919, was $2,729,- 
147, and that the city’s deficit was $9,255,- 
934. These deficits have been growing 
since contracts were made on Aug. 4, 1913, 
and in the case of the city deficit cannot be 
reduced until that of the company is en- 
tirely wiped out. In both instances, de- 
ficits are cumulative. 


Columbus Ry. Power & Light Loses Appeal 

This concern which operates the street 
railways and sells tickets at eight for a 
quarter and lost money because of war con- 
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ditions, lost its appeal in the Supreme Court, 
which held that it could not abandon its 
franchise, although it recognized that it 
was a hard case. 


Reason for Failure City Ownership of 
Detroit United 


Belief on the part of the voters that the 
amount for the purchase price, $31,500,000, 
far exceeded the combined physical and 
intangible valuations of the street car com- 
pany’s holdings, is cited as the main rea- 
son for the defeat of the amendment for 
the purchase of the company’s lines by the 
city. 


Hudson & Manhattan Desires to Issue 
Bonds 


Application to permit issuance of $1,054,- 
000 in 5% bonds at 80, is before the P. S. 
Commission. It is proposed to apply $308,- 
500 for improvements, and $745,500 to re- 
tiring underlying mortgages and payments 
on rolling stock. 

The bonds will be offered under the com- 
pany’s first lien and refunding mortgage 
executed to the Central Trust Co. 


Pacific Gas & Electric to Issue $300,000 
7% Notes 


Bonbright & Co. are offering at 99 and 
interest, to yield more than 8%, a new issue 
of $300,000 one-year 7% gold notes of this 
company of Arizona, due April 15, 1920. 
The proceeds are to build a transmission 
line to obtain power from the Arizona 
Power Co. and for other improvements. 

Quarterly dividend of $1.25 per share has 
been declared on the common stock, payable 
April 21 to holders of record April 8. The 
last quarterly dividend paid on the com- 
mon stock was 14% on Oct. 15, 1917. 





OIL NOTES 





Associated Oil Subsidiary Declares Initial 
Divedend 


Amalgamated Oil, the principal subsid- 
iary of the Associated Oil Company, has 
declared an initial quarterly dividend of 
1%% for the second quarter of 1919, pay- 
able July 15. The company discontinued 
dividends in 1916. 


Bay State Oil & Gas Declares 100% 
Stock Dividend 


Owners of the stock of the company, op- 
erating in the Mid-Continent field have re- 
ceived a stock dividend of 100% of their 
holdings, in addition to the regular 5% 
quarterly dividend in cash. The company 
recently increased its capital stock from 
$1,500,000 to $3,000,000. Earninges are said 
to exceed $300,000 a year from oil opera- 
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tions in the Cushing Pool, Oklahoma, Kan- 
sas and Texas. 


Commonwealth Petroleum Drilling 
New Wells 

The concern in which it is understood one of 
the younger Rockefellers holds principal in- 
terest and is represented by two Standard 
Oil men on the board, now has in different 
stages of progress, 3 new wells being drilled 
or about to be drilled. The first of these 
should be completed in the immediate fu- 
ture. Management estimates that by Sep- 
tember one of its subsidiaries, the Western 
Union property, alone will be earning $17.50 
per share on the entire capitalization of 
Commonwealth, and other earnings should 
bring total up to $20 per share. Company 
has wells in Midway, McKittrick, Cassalia, 
Montecello and Santa Maria district, owned 
by its United Western subsidiary, also 
properties in Wyoming, West Virginia and 
Ranger Field, Texas. 


Galena-Signal Will Enlarge Houston 
Refinery 

Capacity of the Houston Ship Canal Re- 
finery will shortly be enlarged from 8,000 
barrels daily to 16,000 barrels as construc- 
tion proceeds. This is a natural develop- 
ment of its business in Texas, which is ex- 
pected to exceed in value its properties in 
Pennsylvania. 























It is also said the company will enter 
the field of automobile lubricating oils on 
a large scale. 





Gulf Refining Receives Government 
Contract 


Further purchases of oil for the opera- 
tion of merchant vessels during 1919, have been 
completed by the Shipping Board. The 
contract was awarded to this company in 
Pittsburgh. 

The prices agreed upon for all Shipping 
Board vessels loading at Port Arthur was 
84c per barrel for No. 1 grade; 74c per ber- 
rel for No. 1 C grade; 84c per barrel for 
No. 2 B grade and 74c for No. 2 C grade. 
The board allowed an additional 10c per 
barrel for lighterage. subject to the min- 
imum charge of $500. 





Higgins Oil Declares Dividend 
Dividend of 6% has been declared, pay- 
able in four quarterly installments of 14%. 
This company is controlled by the Houston 
Oil Co. through its subsidiary, the South- 
western Settlement & Development Co., 
which owns 53% of the stock. 


Merritt Oil Makes Wyoming Discovery 

Drilling in the Big Muddy field in 
Wyoming has penetrated 265 feet of oil 
bearing sand. This is the thickest oil bear- 
ing sand known in this country. The rich- 
ness in oil content of the sand makes the 
discovery a remarkable one. 





Mexican Petroleum Operations 

at Capacity . 
Through the Pan-American Petroleum 
& Transport Co., MNP is operating its 
oil tankers at full capacity. Six of the 
seven tankers commandeered by the Gov- 
ernment have been returned, with a carry- 

ing capacity of 250,000 barrels of oil. 

In addition the company is operating 


twelve other tankers, with only one still 
under Government operation. 


Ohio Oil Brings in Gusher 
A “gusher” has been brought in on sec- 
tion 3 of the Lusk field. This is the second 
well to be brought in in this field. 





Oklahoma P. & R. Reported Dealing 
With Sinclair 
Negotiations are under way for the pur- 
chase by the Sinclair Oil & Refining Corp. 
for a considerable part of this company’s 
acreage in Texas. The price is said to be 
about $5,000,000. 
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Pierce Oil Will Sell 12,000,000 Gallons 
in England 
Arrangements have been completed 
whereby the corporation, through its sell- 
ing organization in England, will dispose 
of 12,000,000 gallons of gasolene a year. 
Gasolene in England now retails for about 
33 cents a gallon. Earnings are expected 

to be substantially benefitted. 





Royal Dutch Production Will Increase 50% 

By the acquisition of the Mexican Eagle 
Oil Co. production will be increased about 
50%. It is expected that the Shell Company 
will issue new stock to its shareholders 
at par. 


Standard of New Jersey Gets Big Govern- 
ment Order 

Contract for 5,500,000 barrels of fuel oil 
has been awarded the company by the Ship- 
ping Board, 3,500,000 barrels at New York, 
500,000 at Baltimore, and 1,500,000 at Nor- 
folk, Va. 

Soviets have raided the offices and re- 
finery of the company at Budapest,.where 
$1,000,000 funds are tied up in banks. 

The company’s official organ states 

“So far from danger of a period of non- 
employment, every worker will be needed 
to repair the wastage in industrial ma- 
chinery, to overtake the neglected con- 
struction program, and to make up the 
shortage of foodstuffs and every other ne- 
cessity of life.” 


Texas & Pacific Coal and Oil “Rights” 
Valuable 

Capital stock will be increased from 
$5,000,000 to $6,000,000. Heretofore stock 
increases have been followed by rights to 
subscribe to new stock at $100 par. 

On this basis, these “rights” would have 
a value of $300 each. 

News of the bringing in of a 10,000- 
barrel-a-day oil well in the Ranger field 
in Texas, is reported, in which the com- 
pany has a 50% interest. 





Western States Oil & Land Brings in Well 
Reports from the Lance Creek field in 
Wyoming state that the well in Section 3 


is flowing over the derrick, and in the 
opinion of men at the field, it is bigger than 
the discovery well of Section 36 

This well on Section 3 indicates that the 
field is much larger than previously esti- 
mated. It proves up an additional acreage. 





Ohio Oil Fuel Profits Gain 


Reports for 1918 show a net income after 
expenses, taxes and depreciation of $725,218. 
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Gross income for the year totaled $1,903,- 
895, compared with $1,349,749 for the eight 
months ended December 31, 1917. After 
paying dividends the company reports a 
surplus of $405,218, compared with $69,468 
for the eight months’ period. Surplus for 


the eight months’ period, however, does not 
include Federal taxes. 





MINING NOTES 


Amer. Zinc March Quarter Shows Deficit 

When final figures of the March 31st quar- 
ter are compiled, the company will show a 
deficit of $50,000. This is the result of 
marking down metal and ore stocks to pre- 
vailing market quotations. 

Preferred stockholders need have no an- 
xiety over dividend. The company is in a 
strong treasury position. Including 8,240 
shares of Cities Service preferred stock, net 
quick assets are $5,200,000. The company 
owes nothing but current bills. 


Anaconda’s Development Work Suspended 

Further development has been suspended 
on the Bonanza group of claims in the 
southwestern part of the Butte district be- 
cause of failure to find ore. 


Arizona Commercial Pumping Out Water 
In his remarks in the annual report Presi- 
dent Smith said: 
“The developments in the east end of the 
Budget mine have been so favorable that we 
will sink a new shaft more centrally located 


for extraction of ore. Surface equipment 
has been installed and 241 feet sunk. 

“The total amount of water pumped dur- 
ing the year was 311 million gallons, com- 
pared with 367 million gallons during 1917. 

“The disquieting thing was the mounting 
cost of producing. Since the beginning of 
1919, however, there has been a marked 
change in this respect, and the efficiency 
has been much increased. There is every 
reason to believe that costs can be reduced 
to a figure to yield for the company a rea- 
sonable profit.” 





East Butte Shows $765,469 
The annual report of the company for the 
year ended Dec. 31, 1918, shows net surplus 
from operations of $765,469, equal to $1.81 
per share, compared with $1,021,962, or $2.43 
per share in 1917. Price received per pound 
of copper was 22.14 cents, and cost of pro- 

duction per pound was 19.71 cents. 


Hollinger Announces Large Output 


Hollinger Consolidated Gold Mine is 
treating 2,500 tons of ore daily and produc- 
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ing about $22,500 every 24 hours. At such 
a rate, output is at the rate of $8,000,000 an- 
nually. It is also stated that by adding to 
the crushing equipment it will be possible 
to treat 4,000 tons daily, indicating an ulti- 
mate output of $1,000,000 monthly. This 
would exceed the output of any other gold 
mine in the world. 






Inspiration Operations Continue on 
Smaller Output 


The report said in part: “Operations were 
conducted continuously during the year, but 
maximum production was not obtained. 

“No development work to increase ore 
reserves was performed. The yield of cop- 
per from concentrating ores was 19.08 Ibs. 
per ton. The refined copper returnable in 
New York by the smelter totaled 98,540,- 
041 Ibs. 

“Of this 70,694,324 Ibs. 
average price of 24.778 cents. 
per was 11.259 cents per Ib. 

“Laboratory results from experiments on 
treatment of ores have been encouraging 
and have indicated that a simple process for 
the treatment of these ores can be adopted. 
Construction has begun upon an experi- 
mental leaching plant to have a capacity 
of 35 tons of oxidized ore daily. This will 
soon be in operation.” 


were sold at an 
Cost of cop- 






Kennecott Discovers High Grade Ore 


Completion of a big tunnel between the 
property of the corporation and the Mother 
Lode Mine in Alaska has disclosed a large 
deposit of high-grade ore similar to that 
found in Mother Lode Mine. 

In connection with the March output of 
copper by this corporation, it was learned 
the increase over the previous month was 


with a smaller complement of men, indi- 
cating improvement in efficiency. 
The tunnel which has been driven be- 


tween the mines of the Mother Lode Cop- 
per Mines Co. and the Bonanza Mine of 
the corporation will shortly be completed, 
only one blast being required to form the 
connection. 

As soon as the connecting link has been 
finished the production of Kennecott will 
be substantially increased. 


McKinley-Darragh-Savage Shows 
$168,291 Cash 
Short statement of the company’s finan- 
cial position as of March 22, shows cash in 
bank, $168,291; ore in transit and at smelter, 


$106,600; ore at mine ready for shipment, 
$71,970; total $346,861. 





Mohawk Mines to Last About 26 Years 


Mines appear to have an indicated life of 
26 years, the company’s engineers having 

















estimated an unmined quantity of copper 
which can be taken out for 11.259 cents per |b. 

Up to the end of 1918 there had been pro- 
duced by the company 169,229,816 Ibs. 
Based on 15-cent copper reserves have a 
value of $39,000,000 gross which, under nor- 
mal operating conditions and cost of 10 
cents a pound, should yield profits of $13,- 
000,000, equal to $130 a share. 





Nipissing Net $2,525,104 
Report for the year ended Dec. 31, 1918, 
shows net income of $2,525,104, equal to 
$2.10 a share on 1,200,000 shares, as com- 
pared with $1.51 a share earned in 1917. 





New Cornelia Produced 46,950,139 Lbs. 

Production for the year was (in Ibs.): 
Electrolytic copper, 31,264,642; copper in 
cement copper shipped, 10,990,666; copper in 
ore shipped, 4,694,831; total, 46,950,139. 

The report says in part: 

“During the year all bonds outstanding 
were converted into stock. 

“Since February we have operated at 60% 
of capacity with sales only of a small per- 
centage of production. Your company has 
not been operating long enough to build up 
a treasury to meet these unexpected con- 
ditions. Advances will be procured on cop- 
per until sales again become normal. Cost 
of producting copper will be abnormally 
high so long as living costs, wages, freights 
and taxes are abnormal and the margin of 
profit cannot be large unless an increase 
above the present 15 cents a pound can be 
secured on a full production.” 





Demand for Pond Creek By-Products 

By virtue of the strong demand for the 
by-product coal which it produces, the com- 
pany is able to operate nearly full, and the 
special quality of this coal realizes a price 
advantage of 25 cents a ton. 





Quincy Mining Completes New 
Construction 

Has completed its engine building in 
the Michigan mining district. It will house 
one of the most powerful hoisting engines 
ever built, a new Nordberg plant that will 
pull a skip 14,000 feet. the longest haul 
from any shaft in the world. Erection of 
the hoist will require about four months. 

The company is securing better recov- 
eries from its rock. February production 
showed 20 Ibs. of copper per ton, compared 
with 17.33 Ibs. per ton, for 1917. March 
showed 19.5 lbs. per ton. This showing is 


of particular interest, as the Quincy shafts 
are all very deep. 

The additional mill capactiy will increase 
the savings from stamp rock four Ibs. of 
copper per,ton, and limit the losses in the 
wash to a minimum. 
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Ray Hercules Mills at Half Capacity 


A> steady increase is shown in milling 
operations and in the grade of ore treated. 
The mills, having a daily capactiy of 1,500 
tons, were operated at full capacity up to 
March 1, and are now operating at 50% ca- 
pacity. 

The average tonnage of ore from March 
1 to 25, was 932 tons per day, showing 
1.58% copper. Average number of tons 
milled during this period was 878, with cop- 
per content of 1.6%. The company is get- 
ting an extraction of about 80% of total 
copper in the ore, a figure that has been 
maintained for some time. 





North Butte Shows Deficit 


Reports a deficit after expenses and ore 
depletion charges of $341,976, compared 
with a deficit in 1917 of $746,742. The com- 
pany’s production last year was 20,680,695 
pounds of copper, 891,157 ounces of silver 
and 1,374 ounces of gold. Delivery of cop- 
per was 15,685,671 pounds, at an average 
price of 24,729 cents per pound; silver, 623,- 
760 ounces, at $1 an ounce, and gold, 1,374 
ounces, at $20 an ounce. 

The report in part says: 

“Owing to shortage of skilled labor, due 
to the circumstance that so many Butte 
men were in military service, it was neces- 
sary to employ and train a large number of 
new men who were unskilled in mining 
work. Because of this and because of large 
advances in wages, prices of supplies and 
freight rates, costs of production were un- 
avoidably high, a condition which prevailed 
during 1918 not only in mining, but in prac- 
tically every other industry. Development 
work was prosecuted energetically through- 
out the year and resulted in opening up 
considerable tonnage of ore.” 





American Bosch Magneto Receives 
Large Order 
Has closed an order with a large Italian 
concern, calling for the delivery of 17,000 
magnetos during 1919. Shipments will start 
this month and the entire order will total! 


about $500,000. ; 
Earnings have been increasing each 
month, March being the largest. In that 


month, net earnings, after all charges and 
taxes, were at an annual rate of $12 a share 


Bucyrus Helped by Good Roads Movement 

Roads of the countrv. largely left unre- 
paired during the war, are to be rehabili- 
tated from one end of the country to the 
other. Michigan voiced Middle West opin- 
ion by voting $50,000,000 in bonds for good 
roads, the largest single good roads ap- 
propriation ever made by the state. Road 
contractors have begun to order machinery 
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and this company has obtained a good share 
of these orders. 


Endicott-Johnson Sees Hides Shortage 

The president of the Endicott-Johnson Co. 
says: 

“There is no collection of hides any- 
where, except perhaps in South America, 
and those are simply waiting for shipping 
facilities. More than half are already con- 
tracted for to go to foreign countries. 

“This country’s hides follow the general 
market, and the packers have disposed of 
virtually all their winter stocks.” 


Intercontinental’s Net for 5 Mos. $247,673 

Five months ended Dec. 31, 1918, shows 
net profits and income from investments 
$281,572; expenses and taxes $33,898, and 
surplus $247,673, equal to 85 cents a share 
on the capital stock. In the year ended 
July 31, 1918, the company showed surplus 
of $165,693, or 50 cents a share. 


Savold Tire Has Novel Process 


Savold Tire Corporation is capitalized 
for $5,000,000 in 200,000 shares of common 
stock, par $25 (no bonds or preferred 
stock). Formed this month to take over 
the Savold method consisting of about 
twelve patents, it is claimed that old tires 
can be repaired or rebuilt with a minimum 
guarantee of 3,500 miles further service, at 
a moderate cost to the user. If success- 
ful, the company has a large field since 
there are 7,000,000 registered cars in the 
U. S. A. The right to use the process is 
sold by the company upon a State Right 
plus $1 a tire royalty basis. 

We believe the management’s plans to 
be sound, and those back of the enterprise 
sincere. Of course, the shares are not in 
the investment class, but a specialty rep- 
resenting a new angle in the auto industry. 
As such, they have possibilities. 


Submarine Boat Launches 36th Ship 

Steamship St. Augustine was successfully 
launched at the Newark Bay Shipyard of 
the corporation, the thirty-sixth ship 
launched at this yard since May 30, 1918, 
with am aggregate tonnage of 192,000. The 
rivet drive at the yard now amounts to 
100,000 rivets daily, leading all the Gov- 
ernment fabricating yards. 


Union Carbide and Carbon Will Take Over 
“Oxweld” Stock 


Union Carbide, which controls 50% of 
the stock of the Oxweld R. R. Service 
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Corp., has completed a deal to take over the 
minority stock in the later cotmpany giv- 
ing Carbide interests complete control of 
business which is increasing rapidly. 

C. H. Moore, V.-Pres. and Treas. of the 
Oxweld Co., announced that the offer of 
two shares of Carbide common stock for 
one share of Oxweld had been made by 
Carbide interests and accepted by holders 
of 90% of Oxweld stock. 

Meeting of Oxweld company, which pays 
8% dividend, will be held soon. 


U. S. Steamship’s Groton Plant Gets 
Permanent Receiver 

Superior Court has appointed Frederick 
Conlin as permanent receiver for the com- 
pany, a subsidiary of the U. S. Steamship 
Co. Mr. Conlin succeeds E. O. Cutler. 
vice-pres. and general manager of the Gro- 
ton works, who was appointed temporary 
receiver on March 21. P. LeRoy Harwood, 
who has been co-receiver with Mr. Cutler, 
was confirmed as permanent receiver with 
Mr. Conlin. 

The appointment was made on the motion 
of counsel for the Emergency Fleet Corp., 
which holds a mortgage of $1,800,000 on the 
company’s property. 
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